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Fareword from the Mayor 



EeunclllDr Semuel Vuso 
Mayor of Koukamma Municipality 


The inceptian of the Council of Koukamma Municipaiity saw a tremendous work undertaken guided by the Integrated Development 
Plan with more focus on the predetermined objectives and agreed set targets. The main pillars af the Integrated Development 
Plan for the financial 2DI5/IE were premised on the expressed vision and overarching mission of the Koukamma Municipality, 
which represented the key service delivery mandate of a Developmental Local Government in order to provide affordable, 
qualitative and sustainable services to the local stakeholders. During the financial year under review, we have recorded 
interesting achievements which represent a growing and a developmental organisatinn in terms oh' 

(a) Political maturity of the public representatives and the political stability of the Council as the legislative arm of the 
institution, 

(b) Effective performance of the oversight functions by Council and its Committees in monitoring the implementation 
of the IDP andSDBIP, 

(c) Effective public participatory processes through extensive engagement with ward councillors, ward committees, 
civic formations, business community, rate payers association and general public, 

(d) Sound relations between the political leadership and the administrative management including employees of the 
organisation, 

(e) Provision of quality and consistent service delivery to the general populace by consolidating on the past 
achievement and building new opportunities in the process. 

This outstanding achievement can be attributed to a range of factors such as the review and development of the IDP prccess 
which was built on past work, the experience of governing Koukamma Municipality, and the inputs of the citizens through 
workshops and continuous interaction. In essence, we were able to ensure the balance between the annual review of the IDP and 
the consistent delivery of the mandate to improve the living conditions of the communities. Likewise, in the financial year under 
review, we were able in line with the IDP strategic gnals to guide development within the space of Keukamma Municipality in 
partnership with other spheres of government, by promoting principles of Inter-Govornmental Relations (IGR) through 
cooperation and collaboration, as it spells out where the Municipality is heading and what the inhabitants can expect to happen. 
The lessons drawn from the public participation processes have assisted the Municipality to sharpen its approach to planning 
processes including delivering of qualitative and sustainabla services for the benefit of its populace. In essence, the vision 
statement of Koukamma Municipality which reads as follows "strive to be a dynamic and responsibly governed area, which has an 
integrated, competitive and sustainable ecanomy to better the urban and rural livelihoods of its communities” was to a greater 
degree realized for the good of humanity, progression and development. 


Executive summary from the Municipal Manager 



Sehele Nkuhiu 
Municipai Maneger 


The financial-year 2015-2DIB markad the end of term of the Council of Knukamma Municipality which rapresanted the third 
generation of local government elections in South Africa. The significance of this financial year laid the foundations in heralding 
the introduction of the fourth generation of local government elections which represents another milestone in the maturity 
stages of a developmental local government. In this period, the Koukamma Municipality took a series of strategic decisions guided 
by the integrated development plan (IDP) which was translated into annual key performance areas and targets in terms of service 
delivery and budget and implementation plan (SDBIP). Out of these strategic resolutions, it is important to provide a brief account 
on how the organisation has traversed in discharging the mandate entrusted to it in terms of the Constitution of the Republic of 
South Africa, Local Government Legislation, Labour Laws and other applicable pieces of legislations including overarching 
mandate of a Municipality. Koukamma Municipality prides itself for the achievements made in terms of improving the sound labour 
environment and relations between the employer and employee organisations inoluding the ordinary employees in general. This 
achievement was borne out of the organisational philosophy of appreciating the employees as an important arm of the 
organisation that represents the human capital and asset to deliver the mandate bestowed to the Koukamma Municipality. In 
essence, the peoples management and empnwermant approach that has been applied as part of change management has yielded 
remarkable results for the organisation and witnessed an optimal maximisation and utilisation of the human competencies, 
expertise, skills and experience ef the employees in meeting the organisational goals in tandem with the municipal transformation 
and organisational development as key performance area I. 


(a) 

(b) 

(c) 

(d) 
(b) 


Have sound labour environment and relations between employer and employee organisations and employees in 
general, 

Witnessed less labour relations disputes (disciplinary cases) and litigation with third parties. 

Saw an improvement in employee absenteeism and working conditions through the strategic interventions of 
employee health and wellness programme as well as health and safety programme. 

Improvement in the filling of vacancies and critical positions in the organisational establishment as well as 
affirming internal employees in line with the numerical goals of the employment equity plan. 



bilateral and multi-lateral fora with senior management. 


LikEwisB. WE have witnessed a progrEssiva and Encnuraging impPoVEniEnt on the urban and rural livelihoods of the ordinary local 
residants with incraasing numbers on those who have been less fortunate in the past. It is prudent to highlight some of the 
outstanding achievements which have been recorded by the organisation which relate to the provision nf basic services as key 
performance area 2;- 

(a) Provision of sustainable bulk water supply for human consumption to the greater populace of Koukamma 
Municipality notwithstanding the persistent challenges of rehabilitating the existing infrastructure and requiring 
additional bulk water infrastructure with storage facilities, 

(b) Upgrading and improvement of the waste water treatment infrastructure network to better the sanitation 
operational systems however the emergence of informal settlements poses a complex and challenging situation in 
addressing the elternative senitation systems and avoidance of risks associated with such a lack of facilities. 

(c) Upgrading and improvement of the bulk electricity infrastructure network which supports the provision of 
electricity or energy grid for the community of Koukamma Municipality and also witnessed a great improvement in 
the provision of street lighting though some areas continue to experience challenges, 

(d) Upgrading of the roads infrastructure network with storm-water drainage systems which saw a series of major 
routes having been improved which are linked to economic sectors of agriculture, tourism and wind turbines 
including community roads infrastructure linkages to service delivery sites, 

(e) Finalisation of total rectification and provision of new houses es part nf the destitute, only planning processes 
were undertaken and the rest of work was not delivered due to a number of constreints and limitetions between 
sector departments and Koukamma Municipality. 

In line with the promotion of local ecanamic development as key performance area 3, e range of strides have been undertaken to 
address the strategic socio-economic position end opportunities within the local space for the benefit of the communities of 
Koukamma Municipality, and the list below represents the significant and relevant ecnnomic interventions worth-mentioning. 

(a) Review of the local economic development strategy of Koukamma Municipality with greater emphasis on the key 
ecnnomic hubs such as agriculture, tourism, energy, timber and fisheries, 

(b) Development of the economic flagship programme based on mega economic and sustainable projects with 
massive economic boost and job creation opportunities and also aligned to regional ecnnomic integration, 

(c) Provision of labour intensive work opportunities through expanded public works programme for the unemployed 
to improve the economic plight and social conditions 

(d) Building an enabling economic environment and support base for enterprise development in the form of small 
micro'medium enterprisesfSMMEs) end cooperative formations (Primary and Secondary) 

(e) Forging partnerships and networks with various organisations based an the key Foundations and economic 
character and sectors of Koukamma Municipality 

Regarding the state and perfnrmance of the organisation in terms of financial viability, management and sustainability as key 
performence area 4, it is prudent to reflect that we are facing a complex and daunting task given a number of considerations or 
realities. 

(a) Being a rural municipality with weak or poor econumic base that relies largely on agriculture and tourism with 
other supportive economic industries however various initiatives are explored to change the situation. 

(b) Having e weak revenue base that depends on cunditinnal grants given the unemployment rate, unimpressive 
educational profile and poor skills wealth, though we seek to change the situation. 

(c) Poor collection rate which undermines its viability and sustainability though we saw improvement in the internel 
financial controls in terms of financial management and fiscal discipline, 

(d) Difficulty in creating healthy balance sheet to meet the incnme and expenditure equation as part of a cash-backed 
budget in line with the Municipal Finance Management Act (MFMA), 



(b) ComplEx challEnges in addrBSsing tha dDmEStic dabt dua tc inaccurate consuniEr data, illegal occupatian of 
houses, risk associated with the non-payment culture hy the local communities. 

Deeping of local democracy and community involvement is a key pillar of a Oevelopmental Local Government and Koukamma 
Municipality does not only suhscrihe but embraces and applies the principle in carrying out its mandate. During the course of the 
financial year under review, a plethora nf achiavements have been registered within the context of public participatory 
democracy and local governance and it is pivotal to share snme of the impressive successes of the organisation in tandem with 
good governance and public participation as key performance area 5. 

(a) Strategic involvement and participation of ward committees and the general populace in the Mayoral Imbizos as 
well as IDP and Budget Indabas 

(b) Tabling nf oversight report to the public as part of extensive consultation with residents, rate-payers, civic 
formations, ward committees, community development workers and business community, 

(c) Conducting public engagement sessions with various stakeholders in line with the public participation policy to 
assess the state and the performance of ward committees 

(d) Review of the database of local stakeholder formations in order to have accurate information on existing local 
structures, and to ensure greater participation and impact in organisational activities. 

(e) Strengthening of sector engagement with various government departments or organisations to ensure effective 
planning, alignment, coordination, cooperation and collaboration on different fronts. 

Out of the broad reflection on the journey traversed to discharge the complex and intricate mandate bestowed on Koukamma 
Municipality, we pride ourselves for the achievements recorded with all the persistent challenges. This period marked a 
significant improvement in bettering the urban and rural livelihoods of the local communities especially those less fortunate in 
the past and represents a beacon of hope for the future and generatinns to come, and we remain confident that a firm foundation 
has been laid for the organisation to reach greater heights in the delivery of its strategic mandate of a Developmental Local 
Government. 


Safaelo Nkuhiu 
Municipal Manager 



Audit committee report for the year ended 3D June 2DIB 

(a] Audit committee members 

The coiripesition of the Audit Committee is made of three members with extensive knowledge and vast experience which 
transcends beyond the basic comprehension of its advisory role as prescribed by Section IGG of the Municipal Finance 
Management Act. 

(b) Audit committee responsibilities 

The Audit Committee has discharged its advisory responsibility with great zeal, critical and insightful mind, especially on financial 
management, performance management, legislative compliance, internal audit function, risk-based plan, overtime and leave 
management including overall internal controls environment. In essence, the work of the Audit Committee has been characterised 
by illustrious and prudent display of high degree of professionalism, independence and value add which undoubtedly contributed in 
the attainment of unpualified audit opinion for consecutive period by Kcukamma Municipality. In tandem with the statutory 
dictates, the Audit Committee has held four ordinary meetings as well as two special meetings which can be summed as follows:- 


Audit committee meeting 

Venue 

Date 

Ordinary audit cummittee meeting 

Management board room 

2G August 2015 

Ordinary audit cnmmittee meeting 

Management board room 

2& September 2015 

Special audit committee meeting 

Management board room 

14 January 2016 

Ordinary audit committee meeting 

Management board room 

21 January 2DiG 

Special audit committee meeting 

Management board room 

21 April 20IB 

Ordinary audit committee meeting 

Management board room 

22June20IG 


(c) Observation and commentary 

Notwithstanding the complex and numerous challenges that continue to pose daunting tasks for the organisation, it is however 
gratifying to observe that the road traversed has recorded impressive achievements given the historical and objective realities 
of Koukamma Municipality. This is evident in the gradual improvements which were acknowledged by the Auditor-General in some 
of the key functional areas that Koukamma Municipality continues to underscore with encouraging improvements. However, it 
must be recorded that a lot of challenges continue to face Koukamma Municipality and therefore this requires a responsive, 
committed and accountable management that builds an institutional culture rooted on sound financial management, better 
revenue collection, enhancement of good governance, appropriate application of expenditure management measures, strengthen 
legal compliance and ensuring better service delivery. 

(d) Performance management 

In comparison between the prior year and the current year under review, Koukamma Municipality has progressed in the 
application of performance management system in respect of defining pre-determined objectives, alignment of integrated 
development plan, service delivery and budget implementation plan including performance management system, application of 
smart principles in terms uf key performance indicators and agreed annual targets, and most prudently, determination of 
measurability and reliability of source of evidence. The report of the Auditor General does register the point that progress has 
been gradually obtained in the application of performance management systems as shown by audit outcomes. This augurs well for 
Koukamma Municipality to develop a comprehensive response and work plan interventions to minimise the impact against any 
potential conflict or tension, it is against this background that a ccmprehensive and realistic audit action plan has been developed 
with specific milestones to guide the process and therefore improve the performance management outcomes of Koukamma 
Municipality. 











RDNALDDRTLIEB 

CHAIRMAN: KDUKAMMA MUNICIPALITY: AUDIT COMMITTEE 
Z7 JANUARY ZDIB 




1.1 Institutional Establishment (Organisatinnal Structure) of Koukemma Municipality 

The institutional establishment of Knukamma Municipality was reviewed in tandem with the legislative requirements of the Municipal Systems Act 2000 and further aligned to the key perfnrmence 
areas that constituted its strategic mandate as per the approved Integrated Development Flan and Budget of financial year 2015/2016. As a product of consultative engegement between and 



PERSDNNEL ASSISTANT TD THE MAYOR SPU CDDRDINATDR 

NDMAVASIDDKD MICHEALHARTZ 




u 



BUDGET AND TREASURY 



SOCIAL AND COMMUNITY SERVICES 



TECHNICAL AND INFRASTRUCTURE SERVICES 



t.Z Staff devalapinent 


Staff development was undertaken based an agreed strategic training interventions in line with workplace skill plan aimed at 
enhancing the skills capacity of emplnyees through training, mentorship, and empowerment programmes to discharge the 
organisational mandate as per approved integrated development plan. The main training, mentoring and empowerment 
programmes which were implemented as per the workplace skills plan are summed below:- 

(a) Competence 

(b) Project management 

(c) Supervisor course for water processors 

1.3 Key human resource statistics par functiunel area 
1.3.1 Full-time complement per functional area 

The full-time complement per functional area is critical for any organisation and Koukamma Municipality is not an exception to the 
rule and of importance is that the deployment and competencies of human resources must fit the organisational mandate. In this 
regard, this relates to the existing and future human capital in line with the strategic objectives of the integrated development 
plan of Koukamma Municipality, refer to the above diagram of institutional establishment in sub-section 1.1 


1.3.2 Technical staff registered with professional bodies 


Water and Electricity 

Total Number of Technical 

Service Managers 

Total number 
reregistered in the 
accredited 
professional body 

Total number pending 
registration 
confirmation in the 
accredited 
professional body 

Total number not yet 
registered in 

28 

3 

1 

D 

2 


1.3.3 Level of education and skills 


Total number of staff 

Number of staff without grade 12 

Number of staff with senior certificate 
only 

Number of staff with 
Tertiary/ accredited 
professionals training 

145 

52 

41 

52 


1.3.4 List of pension end medical aid to which employees belong 


Names of pension fund 

Number of members 

Names of medical aids 

Number of members 

Cape Retirement Fond 

&D 

Bonitas 

32 

SAMWU Provident Fund 

B2 

Hosmed 

D 

SALA Pension Fund 

1 

LA Health 

19 

Municipal Council Pension Fund 

G 

3AMWUMED 

iG 



KEY HEALTH 

1 








1.3.5 List of pension and medical aid to which employees belong 


Names of pension fund 

Number of members 

Names of medical aids 

Number of members 

Cape Retirement Fund 

80 

Bonitas 

32 

SAMWU Provident Fund 

B2 

Hosmed 

D 

SALA Pension Fund 

1 

LA Health 

19 

Municipal Council Pension Fund 

e 

SAMWUMED 

IB 



KEY HEALTH 

1 


1.4 Senior officiel's wages and benefits 


Mr. Sabelo Nkuhiu - Municipal Manager 

Rl 132 124 .IB 

Mr. Thozamile Sompani ~ Director Community Services 

R 9DBD54.3B 

Ms. Nydine Venter - Chief Finance Officer 

R 9DBDS4.3B 

Mr. Mandisi Mpumlwana - Strategic Director Planning and 

LED 

R 9DBDS4.3B 

Ms. Dlwethu Kwababana - Director Technical and 

Infrastructure Services 

R 9DBD54.3B 


1.5 Implementation of annual key performance areas as per municipal transformation and organisational development 

1.5.1 Review of organisational establishment and implementation of human resources plan 

The review of organisational establishment of Koukamma Municipality was located within the planning trajectory of integrated 
development plan with greeter emphasis on main strategic areas, key performance indicators and annually set targets for the 
financial year under review. Likewise, the review of organisational establishment was premised in the legislative context of the 
Municipal Systems Act, 200D which dictates that broader consultation had to take place with a range of internal stakeholders 
such as councillors, management, union organisations and employees. The final version of the organisational establishment of 
Koukamma Municipality mirrored the strategic agenda of a developmental local government, rooted on its vision, mission, values 
and institutional culture to realise its purpose of existence of bettering the urban and rural livelihoods of the local populace 

1.5.2 ImplBmentation of Employment equity plan with numerical goals 

The Department of Labour has a legal obligation and responsibility to enforce employment equity plan with numerical goals that 
must ensure representative workforce of each organisation in both the public and private sector space. Koukamma Municipality is 
therefore not an exception to the rules, hence It had adopted a three (3) year employment equity plan with numerical goals aimed 
at attracting the strategic human capital with the requisite skills, expertise and competencies to drive the implementation of its 
developmental agenda and also to ensure a representative workforce in tandem with the regionai demographics. As en 
organisation, we pride ourselves for attaining the numerical goals of the employment equity plan of Koukamma Municipality and 
for accounting on the realisation of its milestones notwithstanding the subjective and objective reality of the organisation. 

1.5.3 Strengthening and improving council performance of oversight function 

The functionality and effectiveness of the council and its committees has gradually improved as the dashboard scorecard mirrors 
progressive movement towards the realisation of overarching objectives of the main three (3) fundamentals to ensure effective 















nrganisational performance, sound financial management and stringent fiscal discipline, provisinn of qualitative and sustainable 
service delivery, enhencement of good governance and enforcement of best practices, namely leadership, finencial and non- 
financial performance including legal compliance. 

1.5.4 ImplemontBtlDn of human rasDurce development and menegement strategy 

Koukamma Municipality In partnership with the South African Local Government Association from the Province of the Eastern 
Cape undertook a review of human resource development and management strategy as part of setting benchmarks for best 
practices within the human resources development strategy and management discipline. This process culminated into the 
production of the assessment report with recommendations aimed at strengthening the overall institutional capacity and 
governance performance of Koukamma Municipelity. The human resources section of Koukamma Municipality was therefore 
assigned with the responsibility to drive the implementation of the report with the recommendations and these were tabled to the 
senior management team and the portfolio committee of corporate services including to cnuncil to monitor the organisational 
performance and improvement. 

1.5.5 Implementation of employee wellness programme 

A series of employee wellness programmes were undertaken to address a plethora of interventions to improve the working 
conditions, staff morale, safe and healthy life styles of employees through counselling, HIV and AIDS interventions, minimise the 
impact of usage and abuse of drug and alcohol, training and mentoring on financial planning and investment choices. The 
implementation of employee wellness programme has prudently fostered sound employer-employee relations and continues tc 
contribute towards building labour peace between council, management, union organisations and employees of Koukamma 
Municipality. 

1.5.6 Infarmatton, communication ond technology govornonco framework and govornanco policy 

The development and adaption of information, communication and technolagy governance framework laid a foundation for the 
implementation of the governance policy to attend to a range of strategic areas ta strengthen the capacity af informatian, 
communication and technology of Koukamma Municipality. The strategic areas can be summed es follows:- 

(a) Align IT investments and priorities mure closely with the business 

(b) Manage, evaluate, prieritize, fund, measure and mnnitnr requests for IT services and the resulting work and 
deliverables, in a mare cansistent and repeatable manner that optimizes returns to the business 

(c) Manage the responsible utllizatiun of resources end IT assets 

(d) Ensure that IT delivers un its plans, budgets and commitments 
(a) Establish and clarify accountability and decision rights 

(f) Manage risks, change and contingency proactively 

(g) Improve IT organisational performance, compliance, maturity and staff development 

(h) Improve IT services management and overall responsiveness 

The mandate af the information, communications and technolagy section of Koukamma Municipality is tu provide required ICT 
expertise and support to all municipal business operations and projects. Any initiative aimed et promoting pervasive governance 
and efficiency in municipal processes and operations is impacted on by the maturity uf the IDT environment within that particular 
municipality. Mudernizatinrs in metering, water, roads, schools, health facilities are mostly information and contart driven and 
intelligent information management systems are often reauired to facilitate proper project governance and cnllaboration 
between project resources and entities relevant to the local gavernment sector. Information, oommunications and technology 



service is therefore e relevent municipal business domain that requires adequate systems desiqn. sourcing, deployment 
monitoring and management in order to achieve the required process efficiencies and productivity, This perspective is an effort 
to locate the role of information, communications and technology of Koukamma Municipality in enabling its overall business, its 
envisaged management and performance monitoring of the broader municipal projects and also provision of citizen-centric ICT 
offerings to the community including reaching an GOBIT maturity level of 3 (three). Server rooms can have different basic 
structures, which in some cases are not standard-compliant, and it is essential to apply case-specific relevant parameters to 
create an efficient and economically viable server room. An efficient and reliable server room is a distinct competitive advantage. 
In addition to Koukamma-specific requirements, legal security standards and their impact need to be taken into account, these 
include power supply, server and storage systems, network infrastructure, connection technologies and energy requirements. 
The modern server room, along with the IT infrastructure is the nerve centre on every organization. Df key importance is not the 
server room's size but its capability to provide high availability and peak performance at all times. High quality products alone are 
not enough to ensure continuous, reliable operation in the server room, nor it is enough just to replace existing components with 
high-performance products. Df much greater importance is an integrated and forward-looking planning process that is based on 
detailed analyses to determine specific requirements and provide efficient solutions. Planning is the relevant factor in the 
construction of new systems as well as for expansion. The following information, communication and technology projects were 
implemented in the year under review:- 

Upgrading of servers 

Koukamma Municipality has upgraded its servers from HP Gen 5 servers with Windows server 2DD8 to HP Ben 9 servers with 
Windows server 2DI2 R, which is the latest version of Windows server application. These servers were installed in June 2019. 
Network electronics and servers have a depreciation period of 3-5 years and it was a necessity to prioritise the replacement of 
the old servers with the new servers since the old servers were installed in 2DID and therefore reached the specified period of 
depreciation. The old servers were running nut of space, out of warranty from HP and indicated hard disk failure. It was on this 
regard that the IT Department proposed that the servers must be replaced with servers with more capacity and run on Windows 
server 2DI2 R which is the latest version of Windows Server application. This wilt assist in ensuring that:- 

(a) The municipality does not run nut of space on the servers, which could prevent employees from being able to save 

their data 

(b) Ensuring that the municipality is complying in terms of keeping up with the latest technology requirements as per 

the ICT governance framework 

(c) Managing risk and change contingency proactively 

(d) Improve IT organisational performance, compliance and maturity 

(e) Improves overall organizational productivity 

(f) Enable the intranet service of the municipality to be active as there will be new servers with more capacity 

(g) The municipality will have new servers that has a 3 year onsite warranty, which means that HP will replace any 

device that might be faulty within the specified 3 years 

(h) The servers are monitored by HP at no additional costs to the municipality 
The benefits of upgrading the servers for Koukamma Municipality are as follows:- 

(a) The municipality has latest and reliable IT equipment 

(b) Koukamma now has a centralised anti-virus monitoring on the servers 

(c) The municipality is able to run computer updates on the server . which is assisting in reducing the use of 
bandwidth 

(d) The municipality has mitigated the risk of running out of space on the file server 



New HP Ben 9 servers with Windows Server 2DI2 R 
Instsllstion of efficient energy consumption lightings 

Koukamma Municipality was expEriancing major Electrical problems in winter and that was having a very negative impact to the 
information, communications and technology systems of the Municipality and thereforE resulting in delayed service delivery. Also 
the load shedding has resulted in serious issues occurring with the information, commooications and technology infrastructure, 
specifically the vital servers running the various critical systems of the Municipality. Growth of energy consumption and enargy 
under capacity resulted in many power failures at the municipal offices and the following problems were experienced as a result 
of the unstable electricity in the municipal building:- 

(a) All information, communications and technology systems of the Municipality were down 

(b) There would be ou internet access 

(c) Qur data centre at Telkom was being affected because of the routers that ware not on and resulted in the lodging of 
complaints 

(d) The air-conditioner in the server room became faulty and started to leak water which could have caused a very critical 
physical damage to the servers. 

(e) The technician that was asked to come and fix the air-conditioner could not finish the job as a result of the electricity 
tripping and therefore left without fixing the air-conditioner 

(f) This resulted to the permanent dysfunctional air-conditioner in the server room and the municipality had to raplace it 

A service provider was appointed to install energy efficient lightings (led lights) to address the problem of electricity. This had an 
impact of reducing the consumption with a minimum investment and reducing investment in other energy reduction solutions that 
are available to the Municipality. This has an impact of saving of almost SQ.DDDkWh per annum (i.e. ZjDDkW par month) and 
further ensures that both incoming and consumption of power are correctly measured and that tha right amount of backup power 
is provided. 

Installation of uninterrupted power supply (UPS) 

The installation of standby power supply is recommanded in all institutions with server rooms, A centralised on-line UPS should be 
installed to supply server rooms. The necessary UPS battery life should be assessed as part of a risk analysis. The installation of 
UPS in server room is considered to be vary important for maintaining the necessary accessibility and uptimE._An important 
condition for the efficient functioning of ICT systems is that server rooms are of satisfactory quality. Inadequate quality can lead 
to reduced productivity on the part of institution. UPS have a depreciation period of 3-5 years. In view of this it was wise to 
prioritise replacement of UPS within the specified period of depreciation.^Koukamma Municipality's sarvar room was operating 
using a UPS that was installed in 2DID and was never serviced. The UPS had reached its life cycle and therefcre did not perform 
to its maximum expectation. The Municipality Experienced power outages during winter and during load shedding end this 
damaged the ICT infrastructure and also resulted into poor performance of the ICT system. Furthermore, in winter the power 
tends to trip faeceusB it could not cope with electricity demands and resulted in some of the servers M-Files and PRDMUN being 
damaged. With the installation of BKVA uninterrupted power supply (UPS), a potential loss of data and physical damage of the 
information, communications and tachnolcgy infrastructure was mitigated to lesson any adverse impact. 



BKVA UPS with battery power bank that lasts up to four hours 


i.5.7 Management and administratian of municipal office 

As part of improving an enabling safe and healthy working environment management has spearheaded an office upgrade 
programme which saw an installation of electrical fence, digital end alarm system, constroction of secority guardhouses with 
ablution facilities. The significance of this initiative has contributed in boosting the cooperative image and outlook of the 
organisation, enhanced the staff morale, protected the municipal assets, improved the public confidence and most prudently had 
a value add in the overall performance of Koukamma Municipality. 



1.E Major challenges and remedial actions in regard tc human resource and organisatianal management 
1.G.I Major challenges and remedial ectien virith regard to labour reietiens 

The employees continue to commit acts of misconduct which are unwarranted and unacceptable at workplace, thus placing the 
employer into a position of enforcing the culture of discipline end adherence to the legislative prescripts and policy directives 
governing Koukamma Municipality. In this respect, a number of disciplinary hearings have been held in terms of the Main 
Collective Agreement on Code of Conduct to assert the culture of good governance and best practices by applying the corrective 
measures to educate employees and also deter them from acts of misconduct. The non-functicnality of the local labour forum had 
a negative contribution in employer-employee relations due tn lack ef constructive engagement and constant interface between 
these structures to build, harness and sustain sound employer-BmpInyee relations as well as creating an enabling working 
environment that fosters labour peace and co-existence based on recognition and implementation of organisational rights. An 
initiative has been undertaken by both labour and employer to reconvene the local labour forum meetings and also tn host 
bilateral sessions between management and union shop-stewards on matters of mutual interests such as review of 
organisational establishment, review of policies, creation of safe and health working environment including provisions of 
protective clothing, though not limited tn. One of the observation that pose a huge challenge is the extent in which Bmployees take 
advantage of overtime and leave, and this is further compounded by the failure ef management tn strictly apply and tighten 
internal controls so as to curb any potential financial strains on the resources of Koukamma Municipality. As part of a turn- 


around strategy, a review of the appropriate and permissible overtime processes and leave management was undertaken to 
strengthen internal controls, and also to ensure application and enforcement of the provisions of the Basic Conditions nf 
Employment Act A lack of supervision by management has played a significant role in the non-adherence to lawful instructions 
and also contributed in the failure of employees to diligently execute the work schedules and deliver the set milestones within the 
agreed timelines, thus resulting in unacceptable poor performance of the organisation. Educational road shows and 
communication through different platforms have been utilised to reach out to a greater oumber of emplnyees so as to boost 
morale, assert importance of working relations, promote people centred leadership and outcome based performance, thus 
promoting a culture of responsibility, professionalism, commitment and dedication to better the image and brand of Koukamma 
Municipality. 


Dne of the major challenges with regards to skills development is insufficient budget to roll cut the training programmes for the 
benefit of all employBEs. The reality of the situation is compounded by the fact that the cash-flow streams do not even permit 
Koukamma Municipality to allocate the required percentage nf its budget of the total salaries to the training programme. Another 
serious observation that continues to pose a complex and intricate challenge is a lack of bursary funds to support educational 
programmes for Bmployees to better their career growth and development in respect of knowledge acquisition, improving skills 
base and human competencies, thus adding value in the organisational performance, growth and development. The revenue 
streams of Koukamma Municipality largely depend on grant funding and therefore limit its institutional capacity and capability to 
provide internal funding for training and learnerships support programmes for the un-employed, thus having a limited impact in 
the prevision of human capital for its current and future realities. This situatinn is critical given the act that Koukamma 
Municipality is largely rural in nature and character, hence struggles to attract scarce and critical skills in comparison to other 
areas. Equally, we have not taken advantage of the mandatory grant to lessen the impact of insufficient funding to implement the 
workplace skills plan of Koukamma Municipality, due tc a plethora of reasons such as payment of levies and avoidance of late 
payments to South African Revanue Services. It is prudent fur the human resources department in particular the section dealing 
with the implementatiDo of the workplace skills plan to ensure proper and effective planning, coordination, resourcing and 
monitoring of the implementation of training programme in tandem with the workplace skills. 

I.B.3 Major challenges and remedial ections with regard to human rasources administration 

(a) Leave management 

Koukamma Municipality is handling leave management guided by the basic conditions of employment act and the main collective 
agraament of SALGBC to ensure compliance with the regulations governing the different classifications of leave such as sick, 
annual, family and maternity, it is prudent to note that the leave policy of Koukamma Municipality defines the processes and 
procedures applicable to leave management such as:- 

(a) Filling of leave form by an Bmployee requesting leave 

(b) Approval of pre-authorisation form 

(c) Filling of attendance registar 

(d) Submission of leave documents like death or birth or doctor's certificate 



(e) Final approval by tha duly authorisad official with an appending signature 

(f) Monthly leave reconciliation and submission of quarterly reports to audit and council committees 

(b) Dvcrtime 

Likewise, Koukamma Municipality is guided by the basic conditions of employment act, main collective agreement of SALGBC and 
its overtime policy in processing, managing and monitoring application of overtime regulations, processes and procedures. The 
situation of managing overtime has improved however there are still challenges that require attention of Koukamma Municipality 
to ensure better controls and also avoidance of financial abuse, hence determination of work as overtime must he approved by 
the head of the department, also signing of pre - authorization forms by employee and supervisor with the approval by head of the 
department and furthermore no employee must be made to work for more than 4Q hours per week except on emergency 
circumstances and no employee earning above the threshold as determined by the basic conditions of employment act must be 
paid overtime. 



2 . Chapter Two: Pravisien af Basic Services 


2.1 Spatial and town planning services 

The introduction of the Spatial and Land Use Management Act (SPLUMA) has defined a different methodology and approach on 
spatial and town planning environment which influenced sphere of local government in general and Koukamma Municipality in 
particular. Df prudence is that SPLUMA compelled Koukamma Municipality to review and align its spatial devalopment framawork 
and planning (zoning) schemes to cover to be consistent with the object of SPLUMA and further aligned to the integrated 
development plan (lUP). This heralded a new era in the planning trajectory and processes of Koukamma Municipality in that a by- 
law on spatial and land use management plan was developed and adopted by council after an extensive and meaningful 
consultative engagement with the different stakeholders. Flowing from this development, Koukamma Municipality in consultation 
with the Department of Rural Development and Land Reform facilitated the process of gazetting the by-law for ensuring 
compliance, enforcement and better planning decision-making processes. It is against this background that Koukamma 
Municipality adopted a single municipal tribunal and furthermnre appointed a chairperson to manage its activities with the 
support of internal staff and further identified a range of expertise that shall be drawn from the sector departments based on 
specific area nf activity or considaration. In beefing the internal capacity of the municipal tribunal, a review of the institutional 
establishment has taken place and council approved the creation of the position of the land development officer however noted 
that the funding should be made evaileble based on the state of finances in filling the position. In the meantime, the services of the 
land development nfficer are discharged by the municipal tribunal with the support of the internal staff, however a principled 
agreement was reached with the Department of Cooperative Governance and Traditional Affairs through MISA to provide technical 
and logistic support to Koukamma Municipality in order to efficiently and effectively carry its duties and responsibilities in line 
with the legislative prescripts. The promulgation of the SPLUMA by-law and the existence of the spatial devalopment framework 
laid a foundation and contaxt for tha raview and alignmant of tha intagrated development plan for the financial year 2DIG/2DI7 
and this marked a progressive movement towards the realisation of the distinct butt interrelated objects of SPLUMA. SDF and IDP 
of Koukamma Municipality. 



Town pianning land use diagram 


Z.Z Water services 

Z.2.1 Replacement of bulk pipeline supply in Joubertine 

A replacement of 12DDm x 2DDmm section of raw water pipeline from Joubertina Dam to the water treatment works which 
included construction of IIDDm x 2DDmm PVC underground pipe and construction of IDDm x ZDDmm galvanised steel pipeline was 
undertaken as part of addressing ageing water infrestructure, water leakage prevention including curbing revenue lusses. At the 
time of closure of the financiel year under review. 95% of the project was completed with the funding support of R2 DD7 D94.72 
from the Department of Water and Sanitation, and such an intervention has a great impact on a wide range of areas such as 
water conservatiun and demand management, infrastructure upgrade as well as minimizing revenue bleeding. 



ReplaEement of the bulk pipeline supply in Jouhertine 


2.2.2 Bulk water supply in Misgund 

In 2DI5/IG financial year, a comprehensive implementation plan was developed based on the readiness study conducted for the 
proposed construction of the regional bulk water supply in Misgund. The main thrust of the study included drilling and testing of 
additional boreholes, detailed packaging of work-plan and designs for the bulk water infrastructure network with a funding 
support of R25D0 ODD from the Department of Water Sanitation. Though the parties have taken a long road to arrive at a 
consensus due to extensive consultation and fundamental disagreements on the model approach and practical solutions on what 
needs to be done to attain the provision of bulk water supply for the community of Misgund, we however pride ourselves for the 
final roadmap that has emerged as a basis of agreement. In this regard, a project scope which covered testing, drilling and 
equipping of additional boreholes including construction of new water treatment works as a short-medium response was 
developed based on the business plan with cost estimates of dose to R8 DDD DDDmillion on the one hand, and the installation of a 
pipeline from the Misgund Dam to the new water treatment works on long-term to address the current and future demands on the 
other hand at an estimated cost of R2.5million 

2.2.3 Bulk water supply in Coldstream 

(a) Replacement of elevated tank for bulk supply 

In Coldstream, raw water Is abstracted from Tottering River and treated through 37Dkl/ d water treatment works and the 
community is serviced through four reservoirs, namely one concrete and three steel reservoirs with a combined storage of 
95Dkl and with a water demand in the range of 28Dkl/d. The state of the elevated steel reservoir underwent major replacement 
with the funding support from Department of Water and Sanitation as part of Rapid Response Unit given its dilapidated condition 
which resulted into huge water losses, thus posing a danger of not supplying sufficient water for human consumption A total cost 
of R2 956 767.98 was utilised to address the scope of work as contained in the business plan, mainly replacement of leaking 
elevated tanks, replacement of roof of concrete reservoir and minor refurbishment of concrete structure and water treatment 
works including raw water pump station. 



(b) Upgrading nf reservair for bulk supply 


In appreciatinn nf the pertinent challenges posed by the state of reservoir for hulk supply for the community of Coldstream. 
Koukamma Municipality generated a responsive strategy which entailed development of a business plan to secure additional 
funding of Rl 245 ODD from the Municipal Infrastructure Grant to upgrade the bulk water supply to meet the current and future 
demand for human consumption. 

Z.2.4 Securing funding for bulk water supply in Louterwater 

In appreciating the complex challenges experienced hy the community of Louterwater which largely depends on two reservoirs 
with a combined storage capacity of less than IDDDkl/d. thus providing less that 24 hour supply for the top part of the location, 
and alsD relying on five existing boreholes, which two are vandalised and one not fully equipped, thus effectively depend on two 
boreholes with one having a low water table, a business plan with cost estimates was developed and a funding approval of RID 345 
DDD.DD was obtained to commence with the project on 2016/2017 and 2DI7/2DI8 financial years. In essence, the project scope 
includes repairing and aquipping of two vandalised horeholes. desilting and increasing of storage capacity of the dam to address 
the current and future demands, construction of additional horeholes. fencing of both the dam and water treatment works, 
conducting SANS analysis on raw water and redesigning the works to treat the determinants of concern such as iron, turbidity. 

2.2.5 Securing Funding for bulk water supply in Stormsrhrer 

In Stormsriver. water treatment works receives bulk water from the nearby quarry which is recharged from Witteklip River and 
the raw water from the quarry is treated through 37Dkl/d before being pumped into two storage reservoirs with a total capacity 
of 508kL The distribution system remains under-designed with G3mm HOPE pipes as mainlines and serves as a gravitational 
distribution channel to the end users or consumers. In addressing these compelling and pressing realities of the community of 
Stormsriver, a business plan with funding projection and proposed implementation model was developed and as a result, an 
amount of RGDI7 DDD was secured through Municipal Infrastructure Grant for the financial year 2016/2017 to replace the 
current under-designed mid-block reticulation with new efficient reticulation and water meters. In essence, the scope of work 
involves replacement of low pressure water pipes, trench excavation, bedding and supply and installation of tIOmm and BDmm 
pipeline and construction of 25Dkl pressure tank as part of ensuring uninterrupted and sustainable bulk water supply. 


2.3 Sanitation services 

2.3.1 Waste-water treatment works in Louterwater 

The wastewater treatment works in Louterwater underwent a rehabilitation programme with the support of the Department of 
Water and Sanitation at a cost of R2 S3D DDD.DD. A number of interventions were undertaken, namely refurbishment of primary 
ponds, installation of fence and standpipes, improvement of access road to the ponds. 



Refurbishment of primary ponds in the wastewater treatment works in Louterwater 


Z.4 Roads and storm'water services 


ZAI Provincial route IDZ (Tsitsikamma) 

Route ID2 offers a number of ecanomic connections and linkages within the agricultural, tourism, energy, fisheries, forestry and 
timber sectors and continues to have a great positive impact in the local economy of the Tsitsikamma area, and this is evident in 
the capital investment injected by both the private and public sectors, expansion of an envelope for employment creation 
opportunities, and improvement of the living conditions of the community of Tsitsikamma in particular and Koukamma in general. 
The Provincial Department of Roads and Public Works approved a programme to rehabilitate RID2 and its connecting routes which 
underscores its socio-economic significance and beyond, hence the scope of work that was undertaken involved pothole patching, 
dry blading, bush clearing, re-gravelling, replacing of pipe culverts, construction of headwalls and installation of road signs and 
the repairing of collapsed bridges. Without any doubt, these initiatives have made an impressive dent in improving the state of 
RID2 however it must be. in the same text, expressed that the challenges lying ahead remain complex and huge given the state of 
RID2 in Coldstream and surrounding areas however the task at hand is not insurmountable if all parties work together towards 
the realization of the common and shared goal. 



Rehabilitation of the road and storm-water drainage systems 


2.4^ Provincial route BZ (Langkloof) 

The RG2 represents one of the strategic economic routes within the roads infrastructure of Koukamma Municipality as it ensures 
the domestic, regional and international economic integration and connectivity of the agricultural and tourism sectors. The 
significance of RB2 is evident in the contribution of the agricultural and tourism sectors to the growth domestic product of both 
the Province of the Eastern Cape and that of the country on the one hand, and the growth and development of these local sectors 
including in the employment creation though limited. In giving meaning to the strategic importance of RB2, extensive engagements 
took piece between Koukemma Municipality and SANRAL on behalf of the Provincial and National Governments to improve and 
expand the route to address a range of factors, such as promoting economic activities, increasing its life duration, improving its 
quality, and widening its size to ensure easy flow of traffic and pedestrian movement including enhancing safety measures. Based 
on these engagements, an agreement was reached to source funding to address these priority areas, though not limited to, and 



as a consequence, a business plan was developed with cost projection by Koukamma Municipality with the support and assistance 
of SANRAL Df prudence is that an amount of RI6D million has been secured to cover RB2 from the Harlem boundary to tha 
Humansdorp N2 off ramp over the next two financial years 2DIG/20I7 and 2HI7/2DI8 respectively. 


2.4.3 Routine meintenance of grevel and surfaced roads 

A number of projects on routine maintenance of gravel and surfaced roads in Koukamma were undertaken covering a range of 
activities such as pothole patching, dry blading, bush clearing, re-gravelling, replacing of pipe culverts, construction of headwalls 
and installation of road signs and the repairing of collapsed bridges. Undoubtedly this initiative contributed to the quality of our 
roads infrastructure network and storm-watar drainage systems however e lot still has to be undertakan. such as planning, 
source funding, provide mechinery and equipment including human capital with requisite skills, to consolidate on the recorded 
achievements whilst building new road infrastructure network. 



Routine maintenance of gravel end surfaced mads 


2.5 Electricity services 

2.5.1 Bulk electrical infrastructure network 

In Kagiso Heights, Mountain View and New Rest, a project nn bulk electrical infrastructure network was undertaken tn replace 
existing electrical poles and reticulatinn including replacement of transformer and of paramount importance it gat finished within 
the agreed timeframe and furthermore achieved the project milestones with a funding sopport of R2 ODD ODD from the 
Department of Energy. 



Bulk electrical infrestnicture network in Kereedouw 


2,5.2 Electrification of housing units 

In partnership with ESKDM and the Department of Energy. Koukamma Municipality managed to electrify 3G housing units in 
Hermanskraal and installation of the infrastructure of Kuomansbus at a cast of Rl 7DD DDD to address the plight of the less 



fortunate housaholds who navar had an access to alactricity sinca the dawn of freedom and democracy. In tandem with our 
strategic mandate of improving the living conditions of our people, we were able to develop a business plan with cost projections 
of R1 SOD ODD for the electrical connection of the houses in Knomansbns with the support of Eskom and the Department of Energy 
for the coming financial year. 

2.6 Housing services 

(a) Total rectification housing programme 

This is one of the strategic areas which remains unimpressive in terms of service delivery provision as hundreds uf the 
beneficiaries continue to have their houses unfinished and some unattended at all. A series of engagements have taken place 
between Koukamma Municipality and the Department of Human Settlements to find a sustainable solution in providing the shelter 
as part of restoring the human dignity of the local residents. In respect of attaining this objectiva, a number of decisions were 
agreed upon as part of the implementation strategy which can be summed as follows:- 

(i) The Department of Human Settlement must finalise the reconciliation and outstanding payment of the claims of 
Amaxabiso 

(ii) Koukamma Municipality must conclude an exit strategy with Amaxabiso guided by the finalisation of the reconciliation 
and outstanding payment as stated above 

(iii) The Department of Human Settlements in consultation with Koukamma Municipality must finalise the procurement 
strategy for the appointment of contractors to complete the tD5 unfinished houses 

(iv) The funding approval for the IDS total rectification housing units he concluded by the Department of Human Settlements 

Z.B.2 Destitute housing prugremme 

In line with the provisions of the Constitution of the Republic of South Africa and the Bill of Rights, and National Housing Act, an 
assessment was undertaken to identify destitute houses with an intention to establish a range of interventions that may be 
required to provide a decent shelter to those found residing in the houses classified as destitute. Based on the outcome of this 
engagement, an agreement was entered between Koukamma Municipality and the Department of Human Settlements to provide 
destitute houses to the following settlements;- 

(i) 6B housing units in Koomansbos at a cost of R9 242 ODD 

(ii) BD housing units in Griqua Rust at a cost uf RID IBB DDD 

(iii) 2D housing units in Hermanskraal at a cost of R2 3DD DDD 

(iv) 2D housing units in Sandrift at a cost of R2 HDD DDD 

In driving the implementation strategy, the Department of Human Settlements concluded the funding model and allocations and in 
the process of finalising the procurement strategy to appoint contractors whilst Koukamma Municipality with the support of 
Department of Economic Development, Environmental Affairs and Tourism undertook to facilitate and conclude the basic 
assessment or detailed environmental impact assessment including finalisation of the destitute beneficiaries in Mandela Park. 



2.7 SdcIbI facilities and amenities 


2.7.1 Multi-purpose community centres 

(a) Paving of lawrence draai muhi-purpuse community centre in Coldstream 

As part of phase two, Koukamma Municipality in consultation with the community nf Coldstream entered into a social contract to 
upgrade the lawrence draai multi-purpose community centre through paving to ensure easy and user friendly access in 
particular for the elderly, people living with disabilities and the young and also ensuring adequate parking space for the users and 
customers. 



Paving of clerance draai muiti-purpase community centre in Coldstream 


(b) Construction of multi-purpose community centre in Revinia 

Koukamma Municipality appointed an engineering firm called SRK consulting engineers to undertake project management and also 
appointed NEBA Vest CC for the construction of the Ravinia multi-purpose community centre using municipal infrastructure grant 
at a cost of RB.7milliDn. This is a huge capital investment in building a social facility which is critical and conducive for community 
activities such as municipal public participation fora, indoor sport activities and other related programmes. The construction of 
the Ravinia multi-purpose community centre is progressing as per the set milestone and has contributed in the local employment 
creation and economic support to the small-micro and medium enterprises and it is envisaged to be completed In the next 
financial year. 



Multi-purpose community centre in Ravinia 


(c) Installation of water harvesting tank of multi-purpose community centre in Misgund 

In the process of finalising the completion of the multi-purpose community centre in Misgund, the local community made a 
proposal to the leadership of Koukamma Municipality to consider installing water harvesting tank as a back-up system to address 
emergencies or times of crisis due to water scarcity, end to also ensure improvement of electricity capacity. Consistent with its 
commitment to meet the community needs, Koukamma Municipality assigned additional scope of work to the appointed service 
provider within the approved budget tu install the water harvesting tank and elso an arrangement was entered with Eskom to 
improve the capacity of electricity in the multi-purpcse community centre in Misgund. As an organisation, we pride ourselves for 


the installation of the water harvesting tank however we remain not pleased with the delay to improve the capacity of the 
electricity but the matte is receiving the necessary attention with the support of Eskom. and upon finalisation of the work, the 
political leadership under the stewardship of the Mayor will launch the opening nr hand-over nf the project to the local community 
with the support of the councillors and administration. 

2.12 Sports-fields 

(e) Upgrade of sports-field in Louterweter 

An amount of R2.3 million of the municipal infrastructure grant was utilised to upgrade the spnrts-field in Louterwater covering 
soccer, netball and basketball fields including ablution and kitchen facility as well as wall boundary for security purposes. Izizwe 
engineering firm was appointed for project management and also Andile's truck hire and civil engineering was appointed for the 
upgrade of the facility, and also employment and economic support to the small, micro and medium enterprises and local 
communities formed an integral part of the sports-field programme in Louterwater 



Upgrade of sports-field in Louterwater 


(b) Upgrade of sports-field in Woodlands 

A local service provider was appointed to upgrade a sports-field in Woodlands covering wall boundary, ablution facility as well as 
soccer ground as part of community development programme at a cost of R42Q DDD. The upgrade of the social facility was an 
integral component of the partnership programme between Koukamma Municipality and the Department of Human Settlements, 
and funded through the expanded public works grant. It created local employment opportunities and also ensured economic 
support to the local contractors however its poor performance undermined the completion nf the project and also the policy 
regime to support local contractors. 

(c) Upgrade of sports-field in Ravinis 

A partnership between Koukamma Municipality and the Department of Human Settlements saw the upgrading of the sports-field in 
Ravinia covering wall boundary, soccer ground and ablution facility, and was funded through the expanded public works grant at a 
cost of R43D DDD and also played a vital role in the local employment creation and the economic support to the local contractors. 



Upgrade of the sports-fields in Ravinis 


2.7.3 Driver license end test centre in Joubertina 


Kaukamma Municipality has embarked on an upgrade nf the driver license and test centre ta address a range nf activities such as 
enhancing infurmatinn, communications and technalogy infrastructure systems, rehabilitation of roadworthy testing 
infrastructure, paving of parking bays, enhancement of security measures including office facility upgrade. A tutal of R2.3million 
was allocated using the municipal infrastructure grant, and also a IDO parcant black owned joint venture entity was appointed to 
implement the project, and furthermore job creation was provided to the local community including economic support to the 
emerging companies for sub-contracting services. 



Upgrade of the driver license end testing centre in Joubertina 


2.7.4 Canstruction of the new fire station in Blikkiesdorp 

The strategic partnership between Kaukamma Municipality and Sarah Baartman District Municipality was an appointment of an 
engineering firm known as Abamiseli quantity surveyors to undertake project management and also an appointment of a 
canstruction entity in the form of Pro Khoya Construction to build a new fire station in Blikkiesdorp at a cost of R6.2milliDn. The 
significance of the constructian nf the new fire station represents a progressive agenda in the delivery of service as it enhances 
the institutional capacity to preserve and protect human lives and property, as well as cushion the existing acnnomic industries 
from veld and forest fires, improves its responsiveness to hazardous and horrific incidents either through spillage of speciality 
chemicals or dangerous car accidents, to name but just a few. The existence of the new fire station requires additional capacity in 
the form of fire engines, Instellation nf infarmetinn and communications technology systems and allocation of emergency 
services as part nf its comprehensive response strategy in effectively and efficiently rendering the service, and most prudently, 
the political leadership of both institutians need to official launch its opening and thus cementing the social contractor with their 
respective partners and customers. 



CanstruBtiun nf new fire station in Blikiesdorp 




Z.7.5 Library and post offine services 
(a) Constructian of new library in Kareedouw 

Koukamma Municipality in partnership with the Department of Spurts, Recreation, Arts and Craft including the Department of 
Public Works has embarked on a construction of a new library in Kareedouw to ensure provision of qualitative and sustainable 
library services to support educational programmes of learners and educators, community development initiatives, knowledge 
acquisition and skills transfer as well as digital services such as internet access. An impressive progress has been observed in 
the construction of the library and of interest is the quality of foundation, walls and roof, though in the early stages, the project 
experienced delays due to poor workmanship and had an adverse impact on the initially approved funding which resulted in the 
provision of additional funding to ensure completion. 



Construction of new library constructian in Kareedouw 


(b) Construction of new library and post-office in Stormsriver 

Koukamma Municipality entered into a social contract with the local community to build a new library and post-office in 
Stormsriver to ensure provision of services that have a potential to improve the quality of life of the local populace and of 
importance, to support the educational programmes of the learners and educators, community development Initiatives as well as 
ensure provision of post-office services through cost-effective and accessible manner. The construction of the new library and 
post office contributed to the employment creation and economic support to the local contractors aod also strengthened the 
relations between Koukamma Municipality and the local community of Stormsriver in a manner consistent with the philosophy of a 
developmental local government that promotes citizenry participation and provision of qualitative and sustainable services for 
the good of humanity. 



Construction of the new librery end post office in Stormsriver 




3. Chapter Three: PrornDtian of Local Economic Development 
3.1 Socio-ecnnomic context 

Koukamma Local Municipality is located in the Sarah Baartman District Municipality and is one of the nine local municipalitias in 
the district situated in the western portion of tha Eastern Capa Province. It is located in the extranne south west of the district 
where it borders on the Western Cape Province, Koukamma is bordered by three Incal municipalities of Kauga, ta the east, and 
Bsviaans, to the west, and the Western Cape Local Municipality of Biteu ta the west 



LDcelity Mep of Koukamma Municipality 

Koukamma municipal area is approximately 12 540 km^ and divided into six (B) wards and is predominantly rural in nature. The 
town of Kareedauw in the Langkloof is the administrative centre of the municipality. The area is made up of a Coastal Zone 
(Tsitsikamma), the Kouga area and the Langkloof. The primary nodes are Kareadouw, Storms River, 
Joubertina/Ravinia/TwBEriviarB and NompbumBlelo/Sandrift, The key regional features include but not limited to the Storms 
River National Park: the NZ and REZ road linkages: fruit farming in the Langkloof area: forestry and dairy in the Tsitsikamma area, 
the Tsitsikamma forests and mountains, the shared border with the Baviaanskloof Mega Reserve, the Bloukrans Bridge and Paul 
Sauer Bridge. 



Koukamma Nodes 


The Tsitsikamma area is travarsed from east te wast by tha N2 national road that links Port Elizabeth tn the scenic Garden Route 
and beyond, to Cape Town. The other major route is the RBZ through the Langkioof and RID2 which runs parallel to the N2 and 
links some of the settlements that are bypassed by the N2, Towns and smaller settlements are generally located along or close to 
the main roads through the Langkioof and the Tsitsikamma areas. Koukamma is divided into semi-arid karoo and coastal area with 
main features such as forests, grazing and farming land as well as coastal features and climate. Koukamma is a sparsely 
populated region with estimated population size of 43,7BD (Community Survey 2DD7). The development planning exercise that 
developed the Integrated Development Pien 20I4-2DI7 recorded a decreased population size to 4D, GG3. The towns of Joubertina 
account for 1B.G% and Kareedouw at 11.4% of the municipality's total population. The population growth rate between I99S and 


2DD7 is estimated at 2.9% - and currently Koukamme is estimated to have II D32 households with an average household size of 3. 
B persons per household. To further understand the koukamma area, presented below is the SWDT analysis of the area:- 


Strength 

Weaknesses 

a. Good location as it borders on both Eastern Cape and 

f. Predominantly rural with high number of households 

Western cape and located on major N2, Garden route 

living helow poverty line 

b. Diverse climate and weather, good soils and 

g. Low skills and education level that negatively affect the 

biodiversity 

economic growth of main sectors 

c. Towns located along the major routes therefore 

h. Declining agricultural sector as the main source of 

accessible 

income for the majority of population 

d. Diversity of economic sectors 

i. Import of skilled workers from other areas 

e. Low unemployment rate 


Opportunities 

Threats 

j. Potential to grow the tourism sector due to its 

n. Close proximity to Western Cape also pose a threat to 

convenient location and climate 

migration of people to well established area 

k. Opportunity to skills and train local people to take 

0 . Export of primary produce in unprocessed form due to 

opportunities in the diverse economic sectors 

lack of local skills 

1. Growing young population provides opportunity for 

p. Low economic activities from other sectors to support 

pool of labourers to serve the economy 

the growing business sector as services are mainly 

m. Value chain development to promote manufacturing 

sourced from nearby towns 

particularly on the identified sectors that are 

q. Browing young population that needs skills and training 

interlinked and have potential to grow the tertiary 

in order to grow the economy and retain them in the 

sector 

area 


3.2 Brief presentation of local economic development strategy 

In tandem with its supply chain management policy and processes, Koukamma Municipality took a decision tn appoint a service 
provider, in the form of Centre for Small Towns Regeneration (CSTR), to review the local economic development strategy and 
further develop and package an economic programme that represents the strategic focus ereas of Koukamma Municipality. The 


reviEw of the IdceI economic development strategy and the development and packaging of the Economic programme must 
address a range of milestones such asi'i 

(a) Review and development of local economic development strategy 

(b) Align local economic development strategy to the socio-economic goals of the municipal area 

(c) Facilitate and coordinate local economic development project initiatives and programmes 

(d) Sharing of expertise, knowledge and skills transfer 

(e) Observe and support total control of implementing the local economic development strategy by Koukamma Municipality 

3.3 Status DU develDping local ecnnumic development strategy 

Koukamma Municipality undertook a review of the local economic development strategy to ensure harmonisation of the relevant 
policies and strategies of the Koukamma Municipality, Sarah Baartman District Municipality, the Eastern Cape Provincial 
Government and the National Government to address some of the key priorities, namely develop appropriate and responsive 
institutions! capacity through building partnerships, attract investment to facilitate the development of an integrated economy, 
and promote sustainable development. Some of the milestones of the strategic goals of Koukamma Municipality that emanate from 
these priorities were to develop appropriate and responsive institutional capacity through building partnerships, creatively 
assemble efficient institutional capacity to meet the demands of Koukamma Municipality's operating environment, collaborate with 
a wide range of public and private sector allies to optimise provision of business support, financing and information services, 
source adequate funding to enable the implementatinn of the local economic development programmes and strategies including 
acquiring and disseminating reliable up-to-date information that will enhance the Effectiveness of the local economic development 
programmes of Koukamma Municipality:- 

3.3.1 Develop eppropriete end responsive institutional capacity through building partnerships to:- 

(i) Creatively assemble efficient institutional capacity to meet the demands of operating environment of Koukamma 
Municipality 

(ii) Collaborate with a wide range of public and private sector ellies to optimise provision of business support, finencing 
end information services. 

(tii) Source adequate funding te enable the implementation of local economic development pcngremmes and strategies of 
Koukamma Municipality 

(iv) Acquire and disseminata raliabla up-to-date information that will enhance the effectiveness nf local economic 
development programmes of Koukamma Municipality 

3.3.2 Attract investment to facilitate integrated local economy tn:- 

(i) Facilitate further develupment end regeneration of stagnating investment nodes to enhance their ability to contribute to 
the local economy, and to improve the quality of life of residents. 

(ii) Leverage investment generation through identificotion ond development of bankoble projects. 

(iii) Identify, develop and utilise strategic municipal properties (land and buildings) as catalysts for ecnnomic activity. 



3.3.3 Promote sustainable development to:- 

(i) Brand and market Kaukamma for public and private sector investments. 

(ii) Retain and attract business investments 

Oil] Encourage diversification of economic sectors (beyond tourism and agricuiture) 

(iv) Create opportunities for the participation of new and existing local entrepreneurs in economic activities within 
identified sectors and nodes 

(v) Establish a skills development, business support, information and resource centre 

The development of the local economic development strategy of Koukamma Municipality was informed by a municipal participatory 
process which was applied during the period January 2DIB to May 2DIB. Curing this period, several meetings and workshops were 
held as depicted below; 


Date 

Activity 

January 2DIB 

Inception meeting held between KKM and CSTR 

4 February 2DIG 

Work-plan presented by CSTR was approved by management and signed by the 
Municipal Manager 

3-4 March 2DIB 

Workshop attended by Mayor, MM, Council, Management and Staff was held. 

March 2DIB 

CSTR submitted workshop report to the LED Unit of KKM 

April 2DI6 

LED Unit presented workshop report to the LED Portfolio Committee 

6May2DIB 

CSTR tabled the Draft Strategic Framework to the Management Committee and 

Staff 

May2DIB 

LED Unit presented the Draft Strategic Framework to the LED Portfolio Committee 

ID June2DIB 

CSTR submitted the Final Document for review. 

28June2DIG 

Final Document was submitted and approved by Council 


The notcome of these meetings and workshops was integrated into the 2D2I Local Economic Development Strategy of Koukamma 
Municipality and further resulted into three significant breakthroughs: 

(a) Positioning of local economic development unit of Koukamma Municipality as a partner in the stimulation of the local 
economy, 

(b) Focus on building institutional capacity through partnerships with external agencies, 

(c) Targeting key stakeholders to improve coordination, prioritization and investment leveraging. 

3.4 Institutional arrangements 

3.4.1 Setting up local economic development unit 

Within Koukamma Municipality, the local economic development unit has assumed the main role and responsibility of being a 
pioneer and driver in the implementation and achievement of its development programmes. In pursuit of its role and 
responsibility, the local economic development unit under the stewardship of Director planning and local economic development 


accounts to the Municipal Managor as the Head of the Administration and further reports to the planning and local economic 
development portfolio committee in terms of the oversight functions. Given this understanding and context, a review and setting 
up of the local economic development unit was agreed in principle in order to put an appropriate and fitting entity tn drive the 
local economic development strategy and furthermore to pursue tha strategic goal to develop an appropriate and responsive 
institutinnal capacity through building partnerships. 


3.4.2 Local econciiiic development technicel task team 

Consistent with the new defined mandate and required appropriate institutional arrangamants. it was agraad that the existing 
competencies and expertise nf the human capital within the local economic development unit were not adequate and therefore 
warrant beefing of strategic and critical skills to enhance its internal capacity to discharge its mandate and foster strategic and 
meaningful partnerships with range of stakeholders. In line with this understanding, an institutional establishment was reviewed 
and resulted in the repositioning and strengthening of the local economic development unit in that tourism and energy sectors 
together with the small medium and macro enterprises and cooperatives sector were given greater emphasis in a similar 
fashion to the agricultural sector. In essence, this meant that the technical expertise of the local Economic developmant unit 
require a beefing through additional skills on the one hand, whilst forming strategic partnership with various role players who 
havB the potential and capacity to add value to its local economic development programmes on the other. The overarching role 
and responsibility of the local economic development unit through its technical team and partnership with other stakeholders will 
be to undertake the following activities;- 

(a) Support the undertaking of local economic analysis and business environment assessments [feasibility studies]. 

(b) Support the preparation of the programme strategies, including project identification, appraisal and approval. 

(c) Support integration of local economic development programmes into the integrated development plans (IDPs) and 
budgets. 

(d) Monitor local economic development interventions to ensure that the technicel financial and procedural parameters of 
local economic development project implemantation are mat, 

(a) Prepare and submit reports to the executive management and portfolio committee for local economic development. 


3.4.3 Local Gconomic developnient portfolio committee 

One of the strategic mandates of a devElopmental local government is to perform an oversight function through council and its 
committees. Consistent with this principle and understanding, the council of Koukamma Municipality has established planning and 
local economic development portfolio committee which is chaired by a councillor to ensure political guidance and management 
accountability. The primary purpose of the structure is to mainly offer political guidance through participatory platforms with 
external role players and also to obtain reports from the management and staff on the local economic development 
implementation plan in terms of progress, achievements, limitations and interventions required and further table such reports to 
council for considaration and approval through policy statements and programme prioritias. In essence, the structure of council 
is required to undertake the following functions, though not limited to;- 



(a) Facilitate stakeholder engagement in the implementatian of local economic development projects to ensure 
legitimate, transparent and accountable management of local economic development resources. 

(b) Advocate and lobby municipal budget allocation to accelerate local economic development initiatives within the 
local government 

(c) Support and detail funding for local economic development project proposals 

(d) Monitor implementation of approved local economic development projects and provide feedback to their 
communities and the local economic development forum 

(e) Participate in the annual evaluation of local economic development projects in their localities, 

3.5 Functionality uf local economic development stakeholder forum 

Koukamma Municipality in partnership with different rule players within the business sector has facilitated and participated in the 
formation of various business platforms or structures aimed at creating an enabling environment to promote economic growth 
and development local employment creation opportunities, skills transfer and empowerment initiatives including local 
beneficiation and improving living conditions of its residents. An umbrella business forum was established as a culminatiun of 
grass-root consultative engagements which witnessed the formation of local business forums to ensure inclusivity, 
diversification, citizenry participation, information sharing and mentoring support mechanisms, promoting mainstreaming and 
transformation of the economic sectors for the benefit of all with greater emphasis of those less fortunate in the past. The 
formation of the local economic development stakeholder Forum wes chiefly premised to drive and serve as a strategic local 
consultative structure that must champion the broader participation and local benefits including economic sustainability and 
future growth by appreciating the geographical outlook and realities ef Koukamma Municipality given the distinctive but 
interrelated coastal belt and inland regions. The success of this structure largely rests on the ability and will of these formations 
to work together towards a common agenda and strategic goals, hence the importance and centrality of the political leadership 
remains key and pivotal, obviously working with sector departments, business community, civil society formations, faith-based 
organisations, non-governmental organisations and local communities tu ensure the following but nut limited to:- 

(a) Pruvide suppurt to the local economic development planning process and elaborate on local economic development 
project proposals for funding. 

(b) Taking measures to unlock any community action and procedural bottlenecks to successful implementation of local 
economic development. 

(c) Track and discuss the implementation and monitoring of approved local economic development projects. 

(d) Facilitate the annual assessment and evaluation of local economic development interventions. 

(b) Collaborate own project efforts and initiatives with the municipality for improved local economic environment. 


3.B Funding opportunities of local economic development activities 

Funding is generaily a challenge due to a range of factors such as global Ecanomic downturn, weak regional economic integration, 
structural limitations of domestic economy, high rate of unemployment poor human capital, debt escalatiun, lack of astute 
political leadership, and uncertainty on policy regime, threat on fraud and corruption cancer and levels of poverty abyss, to 
highlight just but a few. Whilst government has funding instruments in place to support local economic development initiatives, its 
capacity to fund is limited due to competitive realities with other key programmes like infrastructure investment, social 
amenities, hence when such funding opportunities are provided for local economic development activities, organisations have a 
responsibility to apply financial prudence and sound management, appropriate utilisation of funds based on agreed programme 
with set milestones, ensure transparency and accountability and most importantly creation of employment and local beneficiation. 
Koukamma Municipalitv has secured funding from different sources or organisations to support its local economic develcpment 
initiatives, such as expanded public works grant by the Department of Public Works, the local regional economic development 
grant for honey bush tea by the Department of Economic Develcpment Environmental Affairs and Tourism, community 
development programme grant by the Department of Cooperative Governance and Traditional Affairs, grant for working for coast 
through the Department of Environmental Affairs, funding for pure medicina plant through Eastern Cape Development 
Corporation. In addition, Koukamma Municipality in partnership with private sector has created an enabling envirQnment tn 
mobilise and promote capital investment, in the energy sector for wind turbines, in the agricultural sector for honey bust tea, and 
such commitments represent a private sector confidence to the local economy and the potential of economic growth and 
development. This strategic area has to be natured, harnessed and sustained in order tn obtain the fundamental goals of the local 
economic development especially with emphasis on Bmployment creation opportunities and IdcbI beneficiation. 

3.7 Pragrass towards achieving key ebjectives of local ecenamic devalapment 

The overall performance of the local economic development has heralded impressive strides in the history of Koukamma 
Municipality especially in the following sectors or industries:- 

3.7.1 Hcnay bush tea project in Tweerivier 

The honey bush tea is an economic intervantion to broaden and diversify the agriculture products and market base for 
participation in the export and import markets with greater focus on the support nf coDparatives and local beneficiation. As a 
result, B number nf cooperatives were established to take advantage of this opportunity and the main priority areas can be 
summed up as follows;- 

(a) Nursery plantation cf honey bush tea 

(b) Harvesting of honey bush tea plantation 

(c) Processing of honey bush tea product 

(d) Packaging of honey bush tea product 
(e} Distribution of honey bush tea product 



KoLkamma Municipality together with Department of Ecancmic Development, Environmental Affairs and Tourism including Sarah 
Baartman District Municipality hove a responsibility to ensure that the honey bush tea project adds value to economic growth and 
development employment creation opportunities, equity ownership and participation at management level by the cooperatives as 
heneficiaries, 

3.7.2 Wind turbines in Witklebns 

The exploration of the renewable energy sector in the form of wind turbines has redefined the economic regime of the local space 
of Koukamma Municipality to offer alternative choices that are responsive to climate changes, biodiversity and ecosystems to 
support environmental management, preservation and protection including co-existence with other competitive economic 
sectors. The installation of the wind turbines in Witklebos undoubtedly affirms this view of the economic reconfiguration in the 
sense that an amount close to three (3) billion over a twenty (2D) year period with concrete commitments of not less than 
l.2billion within the context of socio-economic development with local beneficiation. 



Wind turbines in Witkiesbos 


3.7.3 Pure medicine plant in Kareedouw 

The development of the pure medicine plant is rooted on the cooperation and collaboration programme which is based on 
strategic partnership between Koukamma Municipality. Eastern Cape Development Corporation, Department of Economic 
Development, Environmental Affairs and Tourism and the local community through an approved list of beneficiaries. A bridging 
finance was provided by the Eastern Cape Development Corporation in the tune of Rl.bmillion for the feasibility study which came 
out in support of the initiative. Furthermore, the outcomes of the feasibility study has brought potential strategic partners whose 
pedigree will ensure value add for the success of this initiative for the next 2D years and beyond which will contribute to 
econcmic capital investment, growth and development, employment creation and skills empowerment. 

3.7.4 Expanded public works programme 

Through expanded public works programme, we created job opportunities for 52 beneficiaries drawn from the 
unemployed groups which were representative of women, young and people living with disabilities from the breath and 
width of Koukamma Municipality. This intervention has contributed in the income generation of the 52 beneficiaries, and 
also played a pivotal role in mitigating against the adverse impact of unemployment, poverty and inequality as part of 


addressing the sncial ills within the community of Koukamma Municipality. It remains however our view that the 
expanded public works programme has a potential to make a difference in the social and economic life of the local 
populace if its funding envelop were to be broadened and also the scope of work assumes a greater focus including the 
increase of its beneficiary envelop. 



Expanded public works programme 


3.7.5 Fishery Industry 

The fishery industry continues to be predominantly controlled by few white male businesses which confirms that the sector 
remains untransformed. thus posing serious hindrances for those who have historically been less fortunate to have an entry into 
the market. This is even compounded by the fact that the Africans in particular and Blacks in general are largely participating in 
the fishing sector for subsistence purposes rather than commercial reasons due to a plethora of factors such as lack of capital, 
machinery and equipment, license and quota restrictions, lack of knowledge and requisite skills, to name but just a few. In 
redefining and tilting the status quo, this requires astute political leadership with greater will to drive the transformative agenda 
for the greater good of humanity which is rooted on the redistribution of wealth, relaxation of quota allocation, provision of 
financial resources, appropriate machinery and equipment including access tn the market. Koukamma Municipality in partnership 
with the Department of Fisheries, and the local fishermen association had started a process towards realisation of these goals 
and in this regard, an accredited training course to empower local players has bean provided, review of licensing and quota 
restrictions has been conducted. Df major challenge is the mobilisation of resources to ensure that these local players have the 
necessary machinery and equipment as well as access to the markets with the support of the already established commercial 
fishery businesses. 

3.8 Challangos regarding the implementatlDn of local economic development strategy 

In the course of implementing the local economic development strategy, we were cnnfronted by complex and demanding 
challenges that posed a potential to undermine the realisatinn of its overarching objectives such as:- 

(a) the lack of a commonly shared and embraced economic perspective rooted on the broad vision of the integrated 
development plan of Koukamma Municipality 

(b) the extent in which the local economic development strategy is founded on sound economic philosophy and strategic 
economic hubs that have competitive advantage within the different sectors 


(c) the need fer astute leadership and qualitative attributes tu make prudent chuices and sound judgement choices 

(d) the setting of appropriate institutional arrangements with the requisite human expertise and capabilities to pioneer and 
drive fundamental economic programmes 

(e) the fostering of strategic partnerships and networks with value add ingredients for the realisation of the economic 
benefits and achieving greater impact in improving the rural and urban livelihoods 

(f} the resourcing of the led programmes to maximise the capital investment, employment creation opportunities, 
improving human capital, mainstreaming, empowering and supporting local entrepreneurship and promoting local 
beneficiation 

(g) Inability to smartly plan, coordinate, implement and monitor the delivery of the economic milestones and associated 
impact to the local space, regional economic integration and linkages including future trends for the benefits of current 
and generations to come. 

In overcoming these intricate and elusive challenges, a broader implementation plan was generated as an intervention to address 
a series of factors as epitomised below:- 


Goals and DbjectivBs 

Indicators 

Targets 

a. Develop appropriate and rasponsive institutional capacity through building partnerships 

(h) To creatively assemble effective 
institutional capacity to meet demands 
of KLM operational environment. 

Review of the current LED structure 

New organogram for the LED unit is 
in place. 

Develop new job profiles for LED 
staff 

New job profiles for LED staff are 
available. 

Enter into agreements with capable 
consultancy service to provide 
agency support functions 

Agency is identified and service level 
agreement is in place 

(i) To collaborate with a wide range of 
public and private allies to optimize 
provision of business support, 
financing and information services. 

Identify partners in the provision of 
business support, finance and 
information services 

Hold an LED stakeholders workshop 
with targeted partners to present 
their products/services in business 
support and financing 

(j) To source adequate funding to enable 
the implementation of LED 
progremmes. 

Prepare funding proposals for key 
LED programmes and projects 

Funding proposals are prepared and 
submitted every quarter. 

(k] To acquire and disseminate reliable up- 
do-date information that will enhance 
the effectiveness of KLM LED 
programmes. 

Conduct community/tDwn profiles 
and/ business surveys in local 
investment nodes 

Community/town profiles and/ 
business surveys are conducted and 
reports are available. 

b. Attract invests to fecilitete en integreted local economy 

(a) To facilitate further economic 
development or regeneration of 
stagnating investment nodes or towns 

Develop regeneration strategies or 
programmes for stagnating 
towns/corridors (Tsistikamma and 
Langkioof Corridors] 

Regeneration strategies for 

Tsistiskamma and Langkioof 

corridors or towns are available. 

(b) To leverage investment generation 
through identification and development 

Identify bankable projects in the 
tourism, agriculture, forestry 

Concept documents or business 
plans for project interventions in the 


of bankable projects. 

sectors. 

tourism, agriculture and forestry 
sector are prepared. 

(c) To identify, develop, and otilize 
strategic municipal propertias (land 
and buildings) as catalysts for 
economic activity. 

Audit land and buildings available for 
LED programmes. 

Audit of land and properties available 
for LED programmes is done and 
completed. 

c. Promote sustainable development 

a. To brand and market Koukamma for 
public and private investments 

Develop the Koukamma brand 
(together with KLM Communications 
Unit) 

Koukamma brand is done and 
completed. 

Launch an Invest Koukamma 
initiative 

Invest Koukamma initiative is 
launched. 

Develop Koukamma Investment 
Guidelines 

Koukamma Investment Guidelines 
ere available. 

Host a Koukamma Investment 
Summit 

Koukamma Investment Summit is 
held every other year 

b. To retain and attract business 
investments 

In partnership with SALGA, conduct 
Business, Retention and Expansion 
(BRE) training for staff and 
councilors. 

BRE training for staff and councilors 
is conducted. 

c. To encourage diversification of 
economic sectors 

Stimulate economic interventions In 
forestry, waste management and 
renewable energy. 

A furniture-making initiative is in 
place 

A recycling project initiative is in 
place. 

A renewable energy programme is 
developed. 

d. To create opportunities for 
participating of local entrepreneurs 

Provide information and support to ' 
local entrepreneurs. 

Periodic support programmes 
(workshops and information) for 
small businesses are held. 

e. To facilitate the establishment of a 
skills development programme 

Facilitate the establishment of a 
skills development centre 

A skills development centre is 
established. 






k. Chapter Four: Financial Viability, Managamant and Sustainability 

4.1 Audited financial statements 


(a) Report of the eudltor-general to the eastern cape provincial legislature end the 

council on Koukamma Municipality 

Report on the financial statements 

Introduction 

1. 1 audited the financial statements of the Koukamma Local Municipality set nut on pages ... to ... . which 
comprise the statement of financial position as at 3D June 2D1B, the statement of financial performance, 
statement of changes in equity, cash flow statement and statement of comparison of budget information 
with actual information for the year then ended, as well as the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the South African Standards of Generally Recognised Accounting Practice 
(SA Standards of Grap) and the requirements of the Municipel Finence Management Act of South Africa, ZDD3 
(Act No. SB of 2DD3) (MFMA) and the Division of Revenue Act of South Africa. 2DI5 (Act No. I of 2DI5) (DoRA), 
and for such internal control as the accounting officer determines is necessary to enable the preparation 
of financial statements that are free from material misstatement, whether due to fraud nr error 

Auditcr-generBl's responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. I conducted my 
audit in accordance with the International Standards on Auditing. Those standards require that I comply 
with ethical requirements, and plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatemant. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgement, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

5. 1 believe that the audit evidence F have obtained is sufficient and appropriate to provide a basis for my audit opinion. 

Dplnion 

G. In my opinion, the financial statements present fairly, in all material respects, the financial position of the Kou-Kamma 
Municipality as at 3D June 2D1B and its financial performance and cash flows for the year then ended, in accordance with 
applicable financial reporting framework and the requirements of the MFMA and DoRA. 

Emphasis of matters 

7. 1 draw attention to the matters helow. My opinion is not modified in respect of these matters. 

Irregular expenditure 

B. Irregular expenditure of R57, 9 million (2DI5: R57, 5 million) has accumuiated over the last 4 years and has not been 
recovered, written off or condoned was disclosed in note 34.2 to the financial statements. Irregular expenditure of 
RD, 4 million (2015: R7, Gmillion) incurred during the year under review was included in the amount disclosed. 

Materiel impairments 

3, As disclosed in note 3 to the financial statements, an amount of RSI, 7 million (2DI5; R34, 7 million) in respect of 
receivables from exchange transactions has been impaired. 

ID. As disclosed in note 4 to the financial statemants, an amount of RI3, Zmillion (2015: Rll. Zmillion) in raspact of racaivables 
from non-exchange transactions has been impaired. 



HatBrial losses 

11. As disclosed in note 3E to the financial stataments, the municipality incurred material water losses of RIB, B million (2G1S: 
R6, 2 million). 

Going concern 

12. The municipality's current liabilities exceeded its current assets. This situation, along with other matters as 
disclosed in note 45, indicates that the municipality may encounter difficulty realising its assets and discharging its 
liabilities during the normal course of business. 

Restatement of corresponding figures 

13. As disclosed in note 35 to the financial statements, the corresponding figures for 3D June 2DI5 have been 
restated as a result of an errors discovered during the year ended 3D June 2DIG 

Additionel matters 

14. 1 draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited disclosure notes 

15. in terms of section I25{2)(e) of the MFMAthe municipality is required to disclose particulars of non-compliance with 
the MFMA. This disclosure requirement did not form part of the audit of the financial statements and, accordingly, I 
do not express an opinion thereon. 

Unaudited supplementary Informetion 

IB. The supplementary information set out on pages XX to )D{ does not form part of the financial statements and is 
presented as additional information. We have not audited these schedules and, accordingly, we do not express an 
opinion therenn. 

Report on other legal and regulatory requirements 

17. In accordance with the Public Audit Act of South Africa. 2DD4 {Act No. 25 of 2DD4) (PAA) and the general notice 
issued in terms thereof, I have a responsibility to report findings on the repnrted performance information against 
predetermined objectives of selected development priorities presented in the annual performance report, 
compliance with legislation and internal control. The objective of my tests was to identify reportable findings as 
described under each subheading but not to gather evidence to express assurance on these matters. 
Accordingly. I do not express an opinion or conclusion on these matters. 

Predetermined objectives 

18. 1 performed procedures to obtain evidence about the usefulness and reliability of the reported performance 
information of the following selected key performance erea (KPA) in the annual parformance report of tha 
municipality fnr the year ended 3D June 2DI6; 

KPA 2 — basic service delivery end infrastructure investment, on pages x to x 

19. 1 evaluated the usefulness of the reported performance information to determine whether it was presented in 
accordance with the National Treasury's annuel reporting principles and whether the reported performance was 
consistent with the planned development priorities. I further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, meesureble, time bound and relevant, as required by the National 
Treasury's Framework fnr Managing Programme Performance Information (FMPPI). 

2D. I assessed the reliability of the reported performance information to determine whether it was valid, accurate 
and complete. 

21. The material findings in respect of the selected development priority are as follows: 

KPA 2: basic service delivery and infrastructure investment 

Usefulness of reported performonce information 

22. Performance indicator should be clearly defined so that data cen be collected consistently and is easy to 
understand and use, es required by the FMPPI. A significant amount of indicators were not well defined. 

23. The processes and systems that produced the indicator should be verifiable, as required by the FMPPI. A 
significant amount of indicators were not verifiable. 

24. The above were due to menagement did not adhere to the requirements of the FMPPI due to a lack of proper 
systems and processes. 

Reliability of reported performance information 

25. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store performance 
information to ensure valid, accurate and complete reporting of actual achievements against planned □bjectives, 
indicators and targets. For significant targets the performance information was not valid, accurate and complete 
when compared to the source information or evidence provided. This was due to a lack of standard operating 



pmcedurEs and documantad system descriptions for tha accurate recording of actual achievements and 
technical indicator descriptions for the accurate measurement recording monitoring of the completeness nf 
source documentation in support af actual achievements. 

Additional matters 

2B. I draw attention to the following matters: 

Achievement of planned targets 

27. Refer to the annual performanca report on pages x to x and x to x for information on the achievement of the 
planned targets for the year. This information should be considered in the context of the material findings on the 
usefulness and reliability of the reported performance information in paragraphs 2B to 2B of this report. 

Unaudited supplementary information 

2B. The supplementary information set out on pages x to x does not form part of the annual performance report and 
is presented as additional information. 1 have not audited these schedules and. accordingly 1 do not report on them. 

Compliance with legislation 

29. 1 performed procedures to obtain evidence that the municipality had complied with applicable legislation 
regarding financial matters, financial management and other related matters. My material findings on compliance 
with specific matters in key legislation, as set out in the general notice issued in terms of the PAA, are as follows: 

Annual financial statements 

3D. The financial statements submitted for auditing were not prepared, in all material respects, in accordance with 
the reguirements of section 122 of the MFMA. Material misstatements of expenditure and disclosure items identified 
by the auditors in the submitted financial statements were subsequently corrected, resulting in tbe financial 
statements receiving an unqualified audit opinion. 

Expenditure management 

31. Reasonable steps were not taken to prevent irregular and fruitless and wasteful expenditure, as required by 
section B2(l)(d) of tha MFMA. 

32. Money owed by the municipality was not always paid within 3D days, as required by section B5(2 ){b) of the MFMA. 

Cnnsequence management 

33. Irregular and fruitless and wasteful expenditure incurred by tbe municipality was not investigated to determine if 
any person was liable for the expenditure, as required by section 32(2)(b) of the MFMA. 

Liability management 

34. Short-term debt was incurred without a resolution of the municipal council approving the debt agreement, in 
contravention of section 45(2)(a) of the MFMA. 

Internal control 

35. 1 considered internal control relevant to my audit of the financial statements, annual performance report and 
compliance with legislation. The matters reported below are limited to the significant internal control deficiencies 
that resulted in the basis for the opinion, the findings on the annual performance report and the findings on 
compliance with legislation included in this report. 

Leadership 

3B. The leadership did not implement all the disciplines necessary to enable effective oversight that promotes 
efficiency and effectiveness in service delivery reporting and compliance with legislation. This was due to 
leadership not ensuring that there were adequately skilled resources and an effective performance management 
system to monitor, oversEE and hold all personnel accountable for their performance throughout the year 

Financial and perfarmance manogement 

37. Due to inadequate review processes, financial statements submitted for audit contained material 
misstatements which were subsequently corrected. The municipality did not have an effective records 
management system to reliably account for the disclosed performance reporting. Furthermore, they did not 
ensure that compliance with legislation was monitored throughout the financial year. 

Governance 

38. A risk register was in place: however, the risk assessment which took place during the year was inadequate 
and risks identified in this assessment were not appropriately mitigated within the control environment. Due to 
these limitations the municipality could not be sufficiently guarded against risks relating to internal controls and 
performance management. 

39. While the internal audit unit and the audit committee fulfilled their responsibilities by making the appropriate 
recommendations, management did not adequately implement these recommendations. 



Auditor-General 
East London 
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Chapter Five: Gaod Governance and Public Perticipatien 

5.1 Dverview of the functions and achievements of the executive and council 

5.1.1 Establishment notice 

Koukamma Municipality is a catagory B Municipality established in terms nf section 12 at the Municipal Structures Act (117 of IS98) 
and has adopted a plenary system with the Speaker being the heed of the Council and also a Mayor as the political head of the 
Municipality. The council is made of II members, B ward coincillors and 5 praportianal representative councilors which one of 
them is the Speaker/Mayor and is full time whist the rest of councillors are part-time. 

5.1.2 Plenary executive nature 

The council of Knukamma Municipality Is chaired by a Speaker who in terms of section of the Municipal Structures Act 

became a Mayor hut without legislative nor executive powers as they reside with council. The Speaker chairs the council meetings 
and the council as a whole makes the decisions and plans. The plenary of the council acts as the executive and legislative body 
and much of the preparation work on policies and programmes happen in the council committees and recommendations then go 
to the council for consideration and approval. Almost, all the council decisions are made on the basis of portfolio committee 
recommendations. 

5.1.3 Guuncil cumpusitiun 


The council of Koukamma Municipality is comprised of eleven (II) councillors and are represented as follows: 


Name of councilur 

PR ur ward cuuncillars 

1. Vuso Mpumelelo Samuel - Speaker / Mayor 

Ward councilor B 

2. Goni Nombuyiselo Pamela 

Ward councilor 1 

3. Reeders Cecilia 

Ward councillor 2 

4. Pottie Niqualanus Maurgan 

Ward councillor S 

5. Edna Jantjies Brendan Tirone 

Ward councillor 4 

B. Mntambo Nomawabo 

Ward councillor 5 

7. Jacobs Suzie - Chief Whip 

PR councillor (ANC) 

8. Francois Strydom 

PR councillor (DA) 

9. Krige James Richard 

PR councilor (DA) 

ID. Nelson Lawrence Edward 

PR councillor (DA) 

II. Kerneels Smit 

PR councillor (DA) 


5.1.4 Council has the power tu:- 

(a) Pass by-laws - local laws and regulations within the municipality. By-laws may not contradict or over-rule any national laws 

(b) Approve budgets and development plans - every year a municipal budget must be passed that sets down how money will be 
raised and spent. The council should approve an overall plan for how development should take place in the area. This is 
called an Integrated Development Plan [IDP] and all projects and planning should happen within the framework of the IDP. 

(c) Impose rates and other taxes - property rates are a form of tax that municipalities can place on the value of properties. It is 
an important source of income. 

(d) Charge service fees - the municipal services like water, electricity, libraries, etc. 

(e) Impose fines - for anyone who breaks municipal By- laws or regulations, for example traffic fines, littering or library fines. 


(f) Borrow money the cooncil may agree to take a loan tor a development or other project and to ose the municipal assets as 
surety. 

(g) The decisions about most of the above must be made in full council meetings given the type of Municipality and the powers 
and functions. 

5.1.5 Functinns nf the Speaker 

In terms of section 53 of the Municipal Systems, the Speaker is the chairperson of the municipal council, the promoter and 
protector of democracy. The Speaker facilitates debates and arrival at consensus within the standing rules of council and 
ensuring ethical conduct by councillors. In summary, the functions of the Speaker are to:- 

(a) Preside over council meetings and ensures that council meets at least every quarter. 

(b) Maintain order during meetings ensuring that such meetings are held according to the council's rules and 
regulations. 

(c) Assess the needs of the councillors, arrange suitable training to develop political governance capacity and 
improve individual skills. 

(d) Facilitate community participation in local government, particularly through ward committees, by ensuring they 
Function effectively. 

(e) Monitor oversight functions on implementation of council resolutions and programmes 
Delegated roles are carried out through the three departments in the Office of the Speaker, namely:- 

(a) Community participation department 

(b) Councillor affairs department 

(c) Council and committees department 

5.I.B Functions and powers of the Mayor 

He receives reports from committees of the municipal council and to forward these reports together with recommendetions to 
the council. The functions and powers ef the Speaker can be summed as follows, though not limited to:- 

(a) Perform such duties and exercise such powers delegated to the mayor. 

(b) Annually report on the involvement of communities and community organisations in the affairs of the municipality. 

(c) Ensure that regard is given to public views and report on the effect nf consultation on the decisions of the council. 

(d) Perform a caramonial role as the municipal ccuncil may determine, report to the municipel council on all decisions 
taken by the Mayor. 

5.1.7 Council meeting far the finenciel yeer under review 

(e) Ordinary and special ceuncil meetings for the first quarter Of July to 3D September 2DI5 


Ceuncil meeting 

Date 

Special council meeting 

22 July 2015 

Special council meeting 

7 August 2015 

Ordinary council meeting 

27 August 2015 

Speciel council meeting 

23 September 2015 




Council meeting 

Date 

Special Council Meeting 

3D October 2015 

Ordinary Council Meeting 

B December 2DI5 


(c) Dpilinapy and spacial counEll maetinys fop tha thipd quapter Dt Januapy to 31 March ZD1G 


Council meeting 

Date 

Special Council Meeting 

13 January 2DIB 

Ordinary Council Meeting 

25 January 2DIG 

Special Council Meeting 

2B February 2DIB 

Ordinary Council Meeting 

30 March 2016 


{d) Ordinary and special council meetings for the fourth quarter 01 April to 30 June ZDIG 


Council meeting 

Date 

Ordinary Council Meeting 

3IMay2DIB 

Special Council Meeting 

29June2DIB 


5.1.8 Section 79 committees 

The cDincil of Koukamma Municipality had six (B) committaes that were constituted in line with section 79 of the Municipal 
Structures Act and these discharged oversight function on its behalf. The section 79 committees are summed below.* 

(a) Corporate services committee 

(b) Budget and treasury committee 

(c) Planning and local economic development committee 

(d) Technical and infrastructure services committee 

(e) Social and community services committee 

(f) Municipal public accounts committee 

5.2 Public participation system 

Public participation constitutes one of the cornerstones of a developmental local government and represents a strategic shift in 
the planning trajectory and policy regime change. The establishment of ward committee system together with the ward 
committee structures by Koukamma Municipality undoubtedly demonstrates the commitment to give credence to the promotion 
and deepening of local democracy and citizenry participation in the affairs of the organisation. A number of public participatory 
platforms have been created to provide a context and channels of engagement in the form of approved public policy, public 
engagement for a such as IDP-Budget consultative indabas. mayoral imbizos, government sector meetings, inter-governmental 
sessions, service delivery outreach programmes, ward committee, community development workers and ward general meetings 
including business sector sessions. This is one of the strategic areas that Koukamma Municipality has achieved a lot in terms of 
promoting meaningful participation of the residents and local organisations from the public to the private sectors into the affairs 




of KoukamniB Municipality and this requires intensificatinn, harnessing and sustainability with a view of improving the living 
conditions of the people, 

5.3 Functionality of ward committees 

Koukamma Municipality had six ward committeas in place in line with the provisions of the Municipal Systems Act and were 
central in promoting community participation and therefore functioning as a pivotal structure for meaningful interaction between 
the organisation and the local populace. The overall performance of the ward committees was impressive and had a value add in 
the quality of local democracy notwithstanding the challenges that continue to confront ward committees such as financial 
resources, geographical spread of the wards, language harriers, and quality of activism, responsibility and accountability 
including consistent involvement of the people in the affairs of Koukamma Municipality. 

5.4 IntergDvernmental relations 

The Mayor in consultation with the Municipal Manager spearheaded the programme of inter^governmental relations on behalf of 
Koukamma Municipality in tandem with the IntEr-Governmental Relations Framework Act that fosters closer cooperation and 
collaboratiDn betwEan the different institutions of Government at all spheres. In the financial year under review, remarkable 
strides were made to strengthen the inter-governmental relations between Koukamma Municipality and Sector Departments 
especially in the area of planning, resource sharing, cooperation and collaboration of programme and other related areas of 
strategic importance. Whilst a lot has been done with greater achievements, however there still lies an enormous work to be 
conducted to improve the cooperatinn and collaboration in particular the impact of the outcomes of such relations and 
sustainability thereof. 

B. Concluslnn 

The annual report of Koukamma Municipality for the financial year 2DI5/2DIB provides a detailed account on the road traversed 
guided by the approved integrated development plan and budget fur that said period. In essence, the annual report of Koukamma 
Municipality for the financial under review has presented a comprehensive reflection of the planning trajectory and strategic 
priorities, the budgetary allocation and expenditure patterns, the service delivery focus, success end limitations, the state of 
governance and remarkablE progress, the strengths and weaknesses of the financial management performance, the objective and 
subjective realities of internal controls environment including the deepening of local democracy and the value of citizenry 
participation, Df prudence and relevance, we have witnessed another important milestone in the overall organisational 
performance of Koukamma Municipality as mirrored by an unqualified audit opinion issued by the Office of the Audit-General for a 
second consecutive year though with areas of emphasis. 




Report of the audftor-generoi to the Eastern Cope 
Provincial Legislature and the council on Kou- 
Kamma Local Mui dcipolity 

Report on the financial statements 

Inhoducffon 

1 . I audited the flnanehlsIalementeaflheKoihKamma Local Munle^MlHyset out on 
pages ... to ... , which conr^rise the statement of financial position as st 30 June 2016, 
the etatament of financial perfbrmanoe, ststament ofehan^ In equihf.oaahflow 
statement and statement of compariMn of budget inlbmwtionwIteaduriNbinHrttenl^ 
the year then ended, as well as file notes, comprising a summary of signMcart 
accounting poGciee and other explanatory toformafion. 

Accounting officer's responsibility for the financial slatements 

2 . The aowimfingolltoer to laaponsfetefiw the preparation and fair piaaaritolion of these 
finandel statements in ecoordanoe with the South Airtcan Standards of Generally 
Recognised Accounfing Practice (SA Standards of Gmp) arai the tequkemenls of the 
Muntelpal Finance Management Act of South Africa, 2008 (Act No. 66 of 2003) (MFMA) 
and the DMsIon of Revenue Aot of South Africa, 2015 (Act No. 1 of2016)(DDRA}, and 
for eudr intemal oontrol as the eooountlng officer determines Is neosesaiy to enable the 
prepeiaflon of financial slatamente fhatara free from metorial mfostetemsnt, whether 
due to fraud or error 


Audftor'generars responsIbSIty 

3. My responsbii^ is to express an (pinion on these financtal statements based on my. 
audit I oonduteed my audit in aoooidanoe with tha Intemettonal Standeids on Audlfing 
Those stendaids require that I comply with efiiical requlrsmants, and plan and perform 
the audit to obtain reasonable assuience about whettiar the finandai etatomenlsBre 
tree fiom meterial misstetement. 

4. An audit involves performing procedures to obtain eucRt evidence aboutthe emounta 
and disctoeures In the financial etafemante. The prooedurse eeleotod depend on fire 
auditor's judgement, Including the eeeesement of the riaks of material misstatement of 
the finandel etatements. whether due to fraud or error. In rnakir^ those risk 
assessments, the auditor oonsklere internal control retovent to the enlibr^ preparation 
and fair presentation of file finandel statementa In order to design audit procedures that 
are appropriete In fire drcumstanoes, but not for the purpose of expresekig an opinion 
on the effoctieeneee of the entit/s Internal control. An audit aieo indudes evaluating the 
appropriatenaae of aooountino poHctec used and the rsasonablanass of aooounfing 


estimetes made by mansg«nent, as well as evaluating the uverell presentation of the 
financial statement. 

6. I believe that the audit evidence J have oUained is sufficient and appropriate to pnadde 
a baste for my audit opinbn. 


Opinion 

6, In my opinion, the financial statements present fetrly, in all material iBspeds. the 
flnandal position of the KbU'Kamma Municipality as at 30 June 2016 and Its financial 
perfomiance and cash flows for the year then ended. In accordance with applicable 
financial reporting frameworic and the requlremenfe of the MFMA and DoRA. 

Emphasis of matfers 

7, I draw attention to the matters below. My opinion Is not modIfiBd in respect of these 
matters. 

Irregular expenditure 

fi. Irregular expenditure of R67 ,9 million (201 6: R67,5 million) has accumulated over the 
test 4 years and has not been recovered, written off or condoned was disclosed In note 
34.2 to the financial statements. Irregular expenditure of R0,4 million (2016: R7,6 
million) incurred during the year under review was deluded in the amount disclosed. 

Material impairments 

9. As disclosed In note 3 to the finandal statements, an amount of R61.7 million (2015: 
R34,7 million) in rseped of receivables from exchange transactions has been impaired. 

10. disclosed in note 41o the finendal etatemente, an amount of R13,2 million (2016: 

R1 1 ,2 million) In rasped of reoelvabiee from non^exchange transactions has been 
impaired. 


Materiel losses 

1 1. As dlsciosed In note 36 to the financial statements, the municipality incurred material 
water losses of R16.6 million (2016: R6,2 million). 

Going concern 

12. The munidpaBty’s current iis^iIili«B exceeded its current aBBeiB.Thts situation, along 
with other matters as disclosed in note 45, indicates that the municipality may encounter 
difficully realising its assets and discharging Ha liabilities during the normal course of 
business. 

Restatement of corresponding figures 

13. As disclosed In note 36 to the financial statements, the corresponding figures for 

30 June 2015 have been restated as a resuH of an errors discovered during the year 
ended 30 June 2016. 



Addrttonal mcrtfer 

14. 1 draw attonOon to ttw matter below. My opinion Is not modified In rasped of this matter. 

Unaudited discJosure notes 

16. In terms of section 125(2Xe) of the MPMA the muntaipBlHy Is raqtlred to dteobse 
particulars of norKrampfianae with the MFMA. TWs dtodoeure requirement did not term 
part ofthe audit of the finandsl statoments end, aooordingly. I do not SKprass an odnlon 
thereon. 

Unaudited supplementary Information 

16. ThBsuppteirraniarytrdDnnattenoetoutonpagosXXIoXXdoesriotlormpertoftho 

financial statemenla and is tMesenled as addlttonaf hiamation. We have not audited 
these sohedules and, aeeerdlngV, do not express an opinion thereon. 

Report on other legal and regulatory requirements 

1 7 In accordanoe wISi ttie Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 

(PAA) and the senaral nolioe liaued in terms thereof, I have a rasponsUMy to report 
findings on the reported performanoe taftarmaflon agM predetemifned objeettvee of 
aeleoted devetapment pdorttlas preeantod in the annusl performance report, compHanoe 
with l^lstetton and Internal oonfroL The objeettve of my testB was to idenflhr reportabls 
findbigs as deaorlbed undsr each subheading but not to gather evidence to express 
aesutanoB on these mattois. Accordingly, I do not express an opinion or oondusion on 
these mattere. 


Predetermined objectives 

18. I performed fxooeduies to obtain evidence about ttie usefulness and reHabin^ of the 
reported performanoe tefonnalion oflhe following eetoeted Iwy performanoe area (KPA) 
In the annual performanoe report of the munii^pallty for the year ended 30 June 2018: 

KPA 2 - beslc aervloe delivery end Infraatnichire Inveetment, on pages X to X 

19. I evaluated the usefulness of the reported peiformenoslnforniation to determine 

whettier It was presented to eocordBrxre with the Naliorwl Treasury's annual reporting 
principles and whalhsrlhe reported performance was consistent with the planned 
development priotiliBS. I forther peifomied teste to determine whether Indtoatots and 
targets were we« defined, vettfieble, specific, meeeurabie, time bound end relevant, as 
requbed by the Natfonal Treasury’s Framework for Managing Programme Performance 
informatton (FMPPl). 

20. 1 assessed the reliafalllhr of the reported pwfbrmanoe information to deteimlne whether It 
VMS valid, accurate and compiale. 

21. The matertal findhgs in respect ofthe aalectod development piforlly are as ItoHows; 


KPA2: baste service delfveiy and Infrastructure investment 
Usefulness of reported performance information 

22. Performance indicafor should be dearly defined so ihst data can be collected 
ooneistentfy and Is ea^to understand and use, as required by the FMPPI. A significant 
amount of Indicators were not well defined. 

23. The prooesees and systems that produced the indicator should bs vertfieble, as required 
by the FMPPI. A eIgnIfioBnt amount of IrKlIcatoiB were not verifiable. 

24. The above were due to management did not adhere to the requirements of the FMPPI 
due to a lack of proper systems and ptocesaae. 

Reliability of reported performance informofton 

25. Ihe FMPPI requires audHees to have appropriatB eyetems to coBeet, ooHale, verify end 
store performanoe information to ensure valid, accurate md oomptets reporfing of 
actual achievementB egainst planned objectives, indtoatore and targets. For significant 
targets the performancs information wae not valid, aoeumle and oompMe when 
compered to the eouroe information or evidenoe provided. This was due to a lack of 
standard operating procedures and documentBd.QrstMn desertotions tor Vis aocutcfte 
recording of actual er^ievemenls and technical todfeatordesoriptionBtor theaccurete 
measurement, recording monitoring of the cornpleteness of souree documentation in 
support of actual achievements. 

AddiHonal matters 

23. I drew attoritlon to the following inatlsrs; 

Achievement of planned targets 

27. Refer to the annual parfermance report on pages xtox and x to xfor informafton on the 
adilevement of the planned targets for the year. This intonmation should be consideted 
in Vie context of the rnaterial findings on the usefulness arxl rsitebili^of the reported 
performance information in paragraphs 26 to 28 of this report. 

Unaudited supplementary Information 

28. The supplementary Information set out on pages x to x does not form part of the annual 
perfbrmanoB report and is presented as additional Intomiation. I have not audited these 
echeduloB and, accordingly, I do not report on tttem. 


Compliance with teorsfafton 


2a. I performed pnooedunsB to obtalrt evidence that the munidpeJKy had complied wHh 
applicable legieieifon regarding ftnendal matters, financial management and other 
related matters. My material findings on oompUanoe vdth apedfic matters in key 
legislation, as set out in Ihe genetai noHoe issued in toims of the PAA, are as fbilows; 


Annual financial sfafemenhi 


30. The finandel statemerris submitted for auditing were not prepared, In all material 
respects, In accordance sdth the requiremente of section 122 of the MFMA. Material 
mlBstatements of expenditure end disclosure Items identified by the eudllors in the 
submitted fJnandai statements were subsequently ooirected, resulting in foe finencial 
statements receiving an unquelHIed audit opinion. 

Expenditure management 

31 . Reasonable steps were not taken to prevent Irregular end foiitiess and wasteful 
tetpenditure, as required by section ^IXd) of the MFMA. 

32. Money owed by the munteipelity was not always paid within 30 days, as required by 
section 66(2)(e) cf the MFMA. 

Consequence management 

33. Irregular and fruKleas end wasfefol espandlture Incurred by the munidpeKiy was not 
Investigated to detormina ff any parson was ilable for the expertolture, as required by 
section 32(2)(b} of the MFMA. 

Uablllfy management 

34. Short-term debt was incurred without a resolution of foe muntdpal council approving the 
debt agreement, in contravention of section 4a(2Xa) of foe MFMA. 

Internal control 

36. I considered internal control relevant to my audit of the financial stetemente, annual 
performance report end compliance with legislstlon. The matters reported below are 
llmtted to the significant internal control defidendes that resulted in foe basis for the 
opinion, the findings on the annual performanoe report and the findings on compliance 
with legislation induded In this report 



Leadership 


36. The leadership did not Implement all the dledpHnee necessary to enable effiecUve 
oversight that promotes effldenc^ and effisdivertees In service delivery reporting and 
ocmiplianoe with legislation. This was due to leadership not ensuring that there were 
adequately akllied rseouices end an efibclive periormance management system to 
monitor, ovwsee and hold all personnel accountable for their performanoe thnotiqjhout 
the year. 


Financial and performance managemenf 

37. Due to Inadaquale review procaaaes, financial atatemanls submitted for audit contained 
material mIsstetemeniB which were subeequently oonected. The muntelpeily did not 
have an eflectlve records management eystom to reliably aeoountibrihe dtedosed 
performanoe reporting. Furthermore, th^ did not ensum that oompHarvee legidatlon 
was monitcsed throughout the flnandal year. 


Governartce 

38. A risk register ww in place; however, the risk assessment which took place during the 
year was Inadequate and risks identifiad In this assessment were not approprisfel^ 
mit^yated within the control environmenL Due to these ImItetionB the miRilc^% oould 
not be suffldentty guarded against risks relaling to Internal controls ard pertonnmoe 
managamerri. 

39. While the internal audit unit and the audit commlttoe fulfilled their tesponeiblMtes by 
making fiie appropriate recommendations, management did not adequate^ Inclement 
these recommendstlons. 


East London 
30 November 201 6 
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I. PrsfBBB 


The Dffice af the Auditor-General has conducted an audit of Koukamma Municipality fur the financial 
year 2DI5/2DIB. Dn SD November 20IB, the Dffice of the Auditor-General issued its findings outcomes 
as summed below:- 

(b) Koukemme Municipality has obtained an unqualified opinion with matters of emphasis, namely:- 
(1} Irregular Expenditure 

(ii) Materiel Impairments 
(ill) Material Losses 

(iv) Going Concern 

(v] Restatement of Corresponding Figures 

Included ere additional matters which are captured in the report of the Office of the Audito^Ge^e^8l 
and also raised in the risk based register of Koukamma Municipality which ere of importance though 
they do not necessary constitute matters of emphasis however warrant serious attention of the 
manegement and the politicel leadership in order to improve the orgenisational efficiency and 
effectiveness of Koukamma Municipality. These ere summed as follows;- 

(i) Pre-Datermined Objectives 

(ii) ICT Business Continuity 

(iii) Programme Change Menegement 

(iv) Electricity Distribution Losses 
(y) Risk Based Plan 

Z. Canstitutfenal Bbligations end Leglslettve Mendatei 

Koukamma Municipality is enjoined by the Constitution of the Republic of South Africa and further 
iegaily obliged by Municipal Laws and other applicable pieces of legisletion to address the audit 
findings of the Dffice of the Auditor-BeneraL In discherging its responsibility in terms of constitutional 
prescripts and legislative obligations. Koukamma Municipality has developed a comprehensive and 
responsive audit action plan to attend to the matters uf emphasis raised in the report of the Office of 
the Auditur-Beneral. 


3 \ comprehensive and rBsponstyB audit nctiDii pim of KnulanimB Municipfliity 2D1S-2DIB i^dsl year 



3. Jbidit Action Plm 


The dcveiapment of this audit Bcticn plan represents a pragmatic end responsive intenrention to 
individuaily end coliectiyeiy eddress the matters of emphasis as highiighted in the report of the Office 
afthe Auditor-General. 


khtlBriif Emphaeb 

AudHarGanBrol 

Coimnnb 

AEtnn 

tfaspondite 

When 

DidcniBB 

3.1 Irreguler Expendlfiire 

irreguler Expenditure of 

Submit B detailed 

CFO 

SIMer 

CempIlBBeewith 


I!57.S{2DIS,R57.5)Iib8 

daasifiBBliDniifthe 


2D17 

Section 3^) iri 


flccurnuletei) over the last 

irregular expenditure 



tbaMFMA 


four years and not 

nfRS7.9ratothBMPAC 





recavereii or written off 

fur investigation and 





or CDodoeed was disElosed 
lnniitBS42tnthe 

recommendatiDtds) 



Gnnndl approve) of 


financiel stetemente. 

Submit the MPAC 



theMPU 


Irregular axpandltureef 

InvaatigBtiDn report 



hwBsUgdien 


ilD.%(2DtS.R7.Bm 

with racDnsnnndations 



report wtfi 


bicarred during the year 

to Bauncil for approval 



recwnmandatlons 


under review wee induded 

an Irregular 



an IrragulBr 


in the eniDunt iTisclBsad. 

expenditure 



expndibire 

3.2 Materiel ImpBb’mente 

As disclosed in note 3 to 

Correct the diBBloseii 

CFD 

SQJiin 

Ensure Bccuraey of 


the finenriol stetements. 

BmoiintofRSL7mBf 


2Dt? 

annunlftianciel 


an emount of RSI.7m (2DI5, 

racuiyablss from the 



stKtaaKdsby 


R34.7n)}inre8|iectiif 

nDn-Exchange 



sHmiieting 


rBcehnUesfromnon- 

transactions 



impaimnntof 


exchange transwitinns has 




receivablBsfmm 


beenbopaired. 




nDthtxcbsnge 

transBcUons 


AsdisdosadinnuteAto 

CorrBEttfandladosEil 





the finandal statamaiAB. 

innDuntofRI3.2miif 





maoiDuntafRiSiin 

mcaivables from the 





RlUm) in respect of 

lum-BXchenge 





recehrableafroranoii- 
BxchenpetranBBetionBhBS 
been impaired 

trensBcttona 




3.3 MetBriel Losses 

AsdisclesedinnnteSGta 

Rehabilitate and 

Director 

30 Jun 

Reduction of weter 


the fmonciel etatements. 

upgrade water 

Technical end 

2017 

losses by RSmillion 


the Municlpelity incurred 

treatment works in 

Infrestructure 




meteriet water loeees of 

Cnidetraani and 





RiS.Sm(2DiS.RB2m} 

Lniiterwatar 



Upgrade 

raticulatinn 



Replace the HD 



network and 



diamater water pipes 



vrater^flnwto 



withlSOdiamatBrsin 



improve eccess 



Stormartvar 



and Bveid water 
iaakege 
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3.4 Soing Concern 


The Municipolity's current 
liebilities exceedeii its 
current essets. The 
situation, along with other 
metters os disclosed in 
note 45. indicates that the 
MLcicipelitY mey 
encounter difficulty 
realising its assets and 
discharging its liefailitiss 
during the narnel course 
of business 


Repair water leakages 
in Lengkloof and 
Tsitsibmme 


Develop s revenue 
enhancement plan to 
improve collection rate 
based on revenue 
enhance ment strategy 



Curb the impact of 
water losses by 
10 % 


3D Jun Revenue 

2017 enhancement plan 

approved by 
Council 


Gcllect revenue guided 
by a targeted approach 
on consumers or 
customers 
-Boveiwment 
-Business 
- HDusehoids 


Improve collection 
rate by 10% 
compered to 
finenciel year 
2DI5/2DIB 


3.5 Restatement of 
Corresponding Figures 


As disclosed in note 35 to 
the ffnencial statements, 
the corresponding ffgurss 
for 3D June 2015 have 
been resteted es e result 
of errors discovered 
during the yeer ended 30 
June 2DIS 


Updote end manege a 
credible end eccurete 
asset register 


Reconcilistioo sf the 
Journal to ensure thet 
errurs as e result of 
corrssponding figures 
ere avoided in the 
ermuel finenciel 
statements 


Credible end 
accurate asset 
register in 
cempliancB with 
MFMA 


BRAP cumplience 
AFS with nn 
restatement of 
corresponding 
figures 







Dther Mattare By AH and 
Ifaase nut by AG 






3.B PrB-DBterminBd 
DbjectivEs 






(a) UsefuInBSS af rsparted 

PErformpncB indicstor 

Appilcatinniifsmert 

Director fID 

SOJun 

Smartly defined 

pBiiormance information 

should be clEarly dsfinBii 

principle matrix in 

end Plenning 

2DI7 

performance 


SD that data can be 

claarly defining 


indicetnrinllne 


EDllactBdGonsistaiitlyBnd 

performBncB indicetor 



with FMPPI 


is BBsytoundBrstanilBnii 

to ensure consistent 



requirements tn 


USB, 82 PEquired by FKPPI. 

date CDllection. end 



cotlecting credible 


A significant amount of 

easy comprehension 



data end its easy 


indicators were not weII 

end usage in line with 



interpretetinn and 


dafinad. 

FMPPI requirements 



USBgB 


Tbs proEssses end 

Establish verifiable 



Existence ef 


systems that produced the 

prucBsses and 



verifiable 


indicator should be 

systems os per FMPPI 



processes and 


verifiable bs requrad by 
FMPPLAsIgnificBnl 
amount of indicators were 

requirements 



systems as per 

FMPPI 

requirements 


not verifiable. 





TfiB abovB were due to 

i 

Ensure complience and 



Improvement of 


mBnagement's non- 

: accnuntabiRtyof 

1 


internel centrals 


adheroncB to 

management to ensure 

! 


environment 


requirements of FMPPI due 

proper systems end 



through FMPPI 


tn a lack of proper 

proBBSEBS BS per 



Compliant Systems 


systems end processes 

FMPPI requirementE 



end Processes 

(b) RsliBbilityDfrBpDrtBii 

1 The FMPPI requires 

Review the 

Director LED 

HjlH 

FHPPi Compliant 

pErformance infarmation 

BuditeBBtDhBve 

appropristeness ofthe 

anil Plenning 

ElH 

PMS in cnllecting, 


appropriate systems to 

BUtometedPMStD 



collating, verifying 


collect collate, verify end 

collect, cclletB, verify 



end storing 


store performance 

end store performance 



performance 


information, to ensure 

information, tn ensure 



informetion tn 


velilaccureteond 

valid, accurate end 



ensure valid. 


complete reporting of 

complete reporting of 



accurete and 


actual achievements 

actual achiavBmBnts 



complete reporting 


ngsinat planned objectiveB, 

ageinst planned 



ofectuel 


indicators and targets. 

objectives, indieators 



Bchievcmeiits 



end targets 



egeinst planned 
objectives, 

Indicotors and 






targets 
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Fur significant targets the 
performance information 
was not valid, accurate 
and complete when 
compared to the source 
information or evidance 
provided. 

This WBS due to Block of 
standard oparating 
procedures and 
documented system 
descriptions for the 
accurate recording of 
actual Bchievemetits end 
technical Indiceter 
descriptions for the 
accurate meesurement. 
recording, monitoring nf 
tbecempletenRsof 
source decumentetiun in 
support of Bctiffil 
Bchievements 

/ipply smart principle 
matrix te ensure thet 
targets end 
performance 
information is valid, 
accurate end complete 
when compored to the 
source information ar 
evidence provided 

Deyalop etendard 
Bperating procedures 
and documant systam 
descriptians for the 
accurate recording of 
actual achievements 
and technicel indicator 
description for the 
Bccurate 
measurement 
recording, monitoring 
of the completeness of 
source documentation 

In support of ectuel 
achievements 

j 

3D Jun 
3DI7 

24 Jon 
2DI7 

Credibility and 
elignmant af 
targets and 
performance 
information to 
ensure validity. 
Bccurecy and 
complatanasE when 
compared to the 
source information 
or evidence 
provided 

Council approve! of 
stenderd operating 
procedures and 
document system 
descriptions for 
accurate recording 
of ectuel 

Bchievements end 
technical indiceter 
description for the 
accurate 
measurement, 
recording, 
mnnitcring of the 
completeness of 
source 

dDBumentation in 
support of actual 
echievemente. 

3.7 IDT Business 

(i) The Back Up Procedure 

HeviewlflPBackllp 

ICTMenagsr 

3D Roy 

Draft of Reviewed 

Continuity 

Menuel is not 

Procedure Manuel 


2D1G 

Back Up Procedure 


comprehensively 

thrnugh ICT Committee 



Menual 


documented and has 




recommended by 


identified gaps in the 




ICT Committee 


design structure 







Submit the Draft 


DB Dec 

Improve end 



Reviewed Back Up 


2DiG 

strengthen ICT 



Procedure Manuel tu 



internel controls 



the Audit Committee to 



through VIP Beck 



account on the 



Up Procedure 



implementation nf A5 



Manuel 

„ 


Findings 











Submit a final reviewed 
VIP Back Up Pmcadura 
Manuel to Cnuncil far 
appraval 


24 Jan 
ZDI7 

Approval of the 
Reviewed VIP Back 

Up Procedure 

Manuel by Council 


(ii) Beck up logs are 
rincumented and 
management needs to 
fnllnw up an baak-ups that 
hnvefatled end sign off on 
the progress made 

DevebpniBntofVIP 

Beck Up Register 
through ICTCommitteB 


SONdv 

ZDIE 

Acceptence of VIP 
Back Up Registar 
by the Id 

Cammittae 



Submit VIP Bock Up 
Register to the Audit 
Committee to BCCDunt 
on the implementetiDn 
of AG Findings 


DBDec 

2DiB 

Improve end 
strengthen Id 
internal controls 
through W Back 

Up Procadere 

Manual 



Submit 8 final YIP Beck 
Up Register to Cnuncil 
for appruval 


24 Jan 
2DI? 

Approval af the VIP 
Back Up Register 
by Council 

3.E Programme Change 
Management 

ThereisnoformallY 
documented end approved 
ehengemenfigement policy 
to manege upgrades made 
of financial systems 

Devalop a formally 
dacumanted end 
approvad Change 
Menagemant Policy and 
Procedure to enebla 
the management of 
upgrade made ta all 
financiel systems 
through Id Committse 

Id Manager 

ID Jan 
ZDI7 

Acceptence of the 
Change 

Management Policy 
and Procedure by 
the Id Committee 



Submit the Change 
MenegementPDlicyend 
Pracadure for 
approval by Council 


24 Jan 
2017 

Approval ef Change 
Menagement Pnlicy 
end Procedure 

n ll ^ . 1 ■ 

i .. ■*_ __ "■ 

Submit the approved 
Change Manegement 
Policy and Procedure 
by Council to the Audit 
Committee to account 
ontheimplamentetion 
of AG findings 

j 

2BFeb 

2DI7 

improve end 
strengthen Id 
internal controls 
through VIP Back 

Up Procedure 

Manuel 
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S.SEIecb’iciiyDlstribatiDn 

Lasses 


Conduct eneudit of 
electricity theft fay 
households 

Conduct enewereness 
cempeign an electricity 
theft and peyment of 
service 

Disconnect illegnl 
efedrice] connectbins 
and fine vnvngdners 

CFD 

3D Jun 

17 

Reduction of 
Electricity 
Distribution Losses 
bylD% 

3.ID Risk fiesed Plen 

Review Risk Besed 

fevlew Risk Based 

ICT Manager 

14 Dec 

AccnpUmce of the 


Register to strengthen 

Register to strengthen 


IB 

reviewed Risk 


internelEKitnils 

internel cnntmls 



ksed Register by 



fhmugliRtsk 



the Rbk Committee 



ComniittBB 






Submit the reviewed 


24 Jen 

Approval of 



Risk Based Register to 


f7 

revravod Rsk- 



Council for Appmvel 



BesedPienby 






Council 



Submit the approved 


28 Feb 

Improve 



Council Risk Based 


17 

urgeniseticnai 



Regtetertn the Audit 



performnncB 



Committee 



throu^ epphcntion 






of Risk Based 






Register to 






mitigHtetherisb 


4. InstitiitiDnel ArrangemBnts 
4.1 AccDimting Officer 

The primary responsibility of driving, monltDring enii reporting on the implementation of the audit 
action plan in respect of matters of emphasis emanating from the report of the Office of the Auditor 
General is the Accounting Officer. 


B I cntnprBlienBVB and respontiwi Biidit actliin pbm ntHaifcaimiM MBtiiclpdilY MIB-ZMB fewnetal yew 


4.Z ManagemBiit 


Under the stewardship of the Accounting DfRcer, menegBinent, both at senior end middle levels, is 
entrusted with the responsibility to implement end report on the achievements, limitatuins end 
remedial interventions as per the audited report of the Office of the Auditor Generei with matters of 
emphesis on Koukemme Municipality for the financial year ZDIS/20I&. 


4.3 RUc Managemeiit Bmninlttsn 


The formation of the risk management committee represents an importent milestone of the 
institutianai arrengements to ensure an apprapriate exercise of its mandate including enforcing 
comphence and eccountability, thus strengthening the institutional capacity and capabilities of 
management to discharge its obligations. 


44fnternBlAudR 

The mtemel audit function is performed and driven by Price Water Coopers as a p p o int ed intemsl 
auditing firm working in partnership with the management of Koubmma Municipality to ensura that 
matters of amphasm reised by Office of the Auditor-Benerai are addressed snd reported an to tb 
relovont authorities or epprapriate bodies. 

4w5 Audit Committee 

In tandem with Section £6 of the MFMA, the audit committee has a responsibility to aibce the Mayor, 
GouncS and its committiiBs on how menagement is discharging its responsibility or failure therenf. 
und alsD has an autbrity bi recommend what actions may be undertaken to ensure cumpliunce with 
the work of internal suditars including accnuntability uf management in implementing tb findings of 
the Office of the Auditar-Beneral, though not limited to. 

4.B Munfcipel Public Accounts Commlttuu 

As en important structure or body. Municipal Public Accounts Committee has an oversight role over 
tb implementatinn of oi^anisotional decisions by manegement in respect nf financial statements, 
performance menagement risk-based plan, legisiative complianca, internal controls environment and 
many more, and therefore is one of the internal strategic players to monitor the unplementatian of 
the matters of emphasis raised by the Office nf the Auditor-Genaral as part of the eudit findings of 
2015/2016 finsnciel year for Koukamma Municipelity. 


10 [ cmiinlieiiBive md respnnWVB iintt BEUm plan of KoulcHmiiiB HinicipMity 2D15-ZD1E fei n M year 


4.7 CounEil 


Council is b supreme body that has both the executive and legisletive authority to govern the matters 
of Koubmma Municipality in tandem with the Eonstitution af the Republic of South Africa and 
Municipal Laws end other applicable pieces of legislBtion. It is therefore bestowed with the 
responsibility of overall monitoring the performance, compliance and accountability of management 
including accounting officer, and therefore has a prudent role to ensure the implementation of the 
matters of emphasis highlighted by the Office of the Auditor-Generel for the financial year 2DI5/2IB 
an Koukamma Municipality. 


5. Accountability 

Accountability as a sociel construct represents a pivotal instrument in the exercise of organisational 
responsibility and thei^fore management under the leadership of the Accounting Officer has a huge 
responsibility to act in a manner cansistent with the Constitution of the Republic of South Africa 
Municipal Laws and other applicable pieces of legislation. Likewisa, the Council under the guidance of 
the Mayor has a mammoth responsibility to ensure performance of oversight function, compliance 
with law, regulations. policteE, processes and procedures governing Local Government in particular 
Koukamma Municipality. 

B. ConBluslon 

The audit action plan represents a comprehensive end responsive stance to address the matters of 
emphasis raised by the Office of the Auditor-General in the audit outcome report of 2D15/2DIB 
financial year of Koukamma Municipality. In essence, the audit ectinn plan represents the 
commitments by management and the political leadership of Koukamma Municipality to improve the 
organrsetionai performance cavering a wide range of disciplines like legislative compliance, financial 
performance and non-financial performance, good governance record and best practices, reporting 
and BccDuntability, though not limited to. 
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KQy-KAMJWAMUNiOiPAU 

STArEMENt OF FiNAt^ClAClpOSiTIQN ATSO JUNE 2016 


ASSETS 


Actual 


Restated 201 S 
R 


Current Assets 
Inventories 

Receivables from Exchange Transactions 
Receivables from Non-exchange Transactions 
Cash and Cash Equivalents 
Operating Lease Receivables 

Non-Current Assets 
Property, Plant and Equipment 
Intangible Assets 
Investment Property 

Total Assets 

LIABILITIES 

Current Liabilities 

Consumer Deposits 

Currant Portion of Long-term Liabilities 

Provisions 

VAT 

Payables from Exchange Transactions 
Payables from Non Exchange Transactions 
Unspent Conditional Grants and Receipts 

Non-Current Liabilities 
Employee Benefit Liabilities 
Non-current Provisions 


27 762766 
392424 
11 039 734 
15185 597 
1 001 722 
143 289 


3 B96 825 
2 622 824 
1 274 000 


21 223 466 
318 816 
B 626 940 
12 036 810 
165 661 
76 038 


324 032 207 

328 700 939 

298 443 997 

303 018 708 

237 402 

376 454 

25 350 809 

25 305 778 


361 794 974 

349 924 405 

42 760 166 

36 645 063 



104 700 

104 700 


261 359 

271 666 


1 680 900 

1 316 865 


1 779295 

767 665 


33 992 552 

28 483 078 


1 900 000 

- 


2 661 360 

5 701 098 


4 025 736 
2 806 695 
1 219 040 


Total Liabilities 


Net Assets 


NET ASSETS 


Accumulated Surplus 



46 676 991 


305 117 983 


305117 982 


305117 982 


40 670 798 


309 253 606 


309253 607 


309 253 607 


Total Net Assets 


305 117 9B2 


308 253 607 
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koU-KAMMAMUNlCIP«.ITY 

np FiMtwclAL peRFORMMJCE FOR THE YFAR ENDfO 30 JUNE 2^ 


Actual 


Restated 2015 


REVENUE 

Revenue from Mon-exchange Transactions 

Property Rales 
Fines 

Income for Agency Services 
Government Grsinls and Subsidies Received 

Revenue from Exchange Transactions 

Service Charges 

Rental of Fecilttiee end Equipment 
Inteiest Earned - External lr^vestments 

Unrest Earned - Outstanding Debtors 

Other Revenue 
Licences and Permits 

Gein on disposal of Property, Plant and Equipment 
Total Revenue 


16 036635 

1 570 946 

2 641 189 
66 302 732 


25 760 671 
406 301 
206 011 
7 AA^ 378 
2 444 017 
30149 

123150 038 


15 487 636 
671 654 
1 491 722 
61 264 428 


23 168 945 
333 2B8 
296 568 
5 554 337 
1 176 094 
6 594 
22 896 

120 496 064 


EXPENDITURE 

Employee Related Costs 
Remuneration of Coiindilore 
Deprecistion and Amortisation 
Bad debts 

Repairs and Maintenance 
Finance Costs 
Bulk Purchases 
Contracted Services 
Grants and Subsidies Paid 
General Expenses 

Loss on Disposal of Property, Plant and Equipment 
Total Ejq^endlture 


(39820 073) 
(3 000 433) 
(21 857 879) 
(10 741 415) 
(1 36B 292) 
(905317) 
(3 108 959) 
(3 639 169) 
(15 846 076) 
(17 371 940) 
(246118) 


(127 285 663) (127 310 680) 


(30116 240) 
(2 900 839) 
(16 340 367) 
(19 637 706) 
(2 794964) 
(649 622) 
(2 674 226) 
(3 351 468) 
(25 003 704) 
(15 751744) 


(DEFICIT) /SURPLUS FOR THE YEAR 


(4 135 625) 


2 185 183 


AUDITOR'©^ 

SOUTH AFR 
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KpU^^kAMMAMUNlOiPAUTy 

STATEMENT OF CHANGES m KET ASiSfeTS POR THfe BiOED 30 JUNE 2016 


Dest^pfibn 


2015 

Bsiance at 1 July 2014 

Surplu6/(Deficn) for the year 
Restated balance at 30 June 2015 
Note 35 

2016 

Balance at 1 July 201 5 
Surplu6/(Defici]) for Wie year 

Balance at 30 June 2016 


Accumulated 
Surplus / 

(OcRcit) 

Total 

R 

R 

307 060 423 

307 06B 423 

2 185 183 

309 253 607 

2186 183 
309 253 607 

309 253 607 

300 263 607 

(4 135 626) 

306117S62 

305117 982 

306117 662 


AUDITOR - GENfJO 
SOUTH AFRjW 

0 1 DEC m 




KOU-VUWIMA MUNICIPALITY 

CASH FI nw STATEMENT FOR THE YEAR ENDED 30 JUNE 2016, 


Actuat 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipta 

Sale of goods and services 
Govetnmenl Grant and Subsidies 
Licence end pennits 
Interast Received 
Other Receipts 

Payments 

Employee Related Costs 
Remuneration of Councillors 
Interast Paid 
Suppliers Paid 
Other Payments 

net cash flows from operating activities 

CASH FLOWS UTILISED FROM INVESTING ACTIVITIES 

Purchaae of Property, Plant and Epolpment 
Purchase of Intengible Assets 

Proceeds on Disposal of Properly, Plant and Equipment 
Movement In unspent conditional grants assets 

NET CASH FLOWS FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrovwngs 

NET CASH FLOWS FROM FINANCING ACTIVITIES 

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENT 

Cash and Cash Equivalents at Beginning of Period 
Cash and Cash Equivalents at End of Period 



26 006 312 

35 919 556 

20 

63 552 994 

85 740215 


30146 

8 594 

23 

206 011 

710 367 


5663 517 

1 146158 

25 

(39 062 115} 

(39116240) 

26 

(3 000 433) 

(2 900 839) 

28 

(995317) 

(346 168) 


(30 852 543) 

(67 793 126) 


(5 207 452) 

(2 845 176) 

33 

16 371 124 

15 965 023 


{17 541 3651 
106103 

{17 435 262) 

1 600 000 
1 900 000^ 

835861" 

165 S 61 1 
1 001 722 


(25 816 356} 
(214065) 
764213 
1 120769 

124117 436) 


(8 122417) 

(8 122 417) 

8286276 
166 86.1 • 


auditor -G^RAL 
SOUTH AFWCA 

0 1 0EW016 
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BASIS OF PRESENTATION 

. Uk .h« Siandatds Of Genoany Recogntsed AccounlinB 

The financial stBlamafte have been prepared In Board and 

PracUeea (GRAP) Haled belw Indodlr* arty ’ 

the Municipal FJnenoeManegemenlAcl. 2003 (Act No. 66 of 2003). in accordance vdlh historical coal 

These anrtua. Onancto. etotornento have been prepar^rt an 

wnvertuonontese specified otherwise. They ere presented er South African Rarto. 


A suTYiTnary of the sifinfficanl BcoountinB policies ere ■ ^ i^r the charwes set oul In note 1.6 stenderdE and 

- u. ....kkknl Ih. P"*!. 

Interpretetlom effective end adopted In the current year. At iniTOR - GENERAL 1 


auditor ’ GEN^RAL 

1 SOUTH AFRICA i 

1, 1 CHANGES IN ACCOUNTING POUCY AND COMPARABILITY | 

The dmfc ol .n» re»illli» <«lig« I" p»«« 

The minlolpellty chertHes an eccouminB policy only If the foHowlrtB Inatences. 

(a) is required by a Stendstd of GRAP; or jrn iHinr‘ oihwVrenls or 

(ht resultE in the financial stetemente provWIno reteble and more 

1. ! cliniCAl.JUD0EllEin*.BmM*TK»«*IIDA8SU«IPT101» 

In me ewlotltai cl (he it«a**ell(fT eoeiiVrtWPjJ^ JJ^^’'552£ «»lra^ 

srs’eS 

results may dWer from these estimates. Revisions to aocounllt® estimates ere reooflnlsBd in 

revision effects both correm and future periods. ,ha, the menefiement heve made In the process of 

Stetemente: 

1, 2, 1 Revenue RecognMon .... Policy on Revenue *nm Non^enge Trensedfons 

Accounting Policy on Revenue ftOT by the menagemenl of Ihe municipality. 

describes the conditions under which revenue vdll be recorded by e ^ «««nue as set out in GRAP fi end 

In meking their judgement, menegement buyer the slgnffioarvl risks aito 

GRAP 23. In particular, whether Ihe municipellty, w^hSP^*^ fht^J^ioB hae been rendered^iso of Importance ie the 
process IrwoJved In inltielly meesuring revenue el ^ fc r velu^ther^^ ^ .eoognfiion-fi te inepproprlate to ^ 

5,,,,ohh„»*«-.no.«»h,h»».1h.»(«,h«»c^ 

collect ell revenue. 

1. 2, 2 FinencMassvIseniiliebmes Uhh.«i nn ludoement by menegemenL Accounting Policy on 

The daseHioatlon of finandlol assete and SmSJ UaWIHtes aeJfSceilon describe the factors and crHerto oonaWerad 

Flhenc/ef Assete Cfeesffldettto and and Itebilllles. 

by the rrwnagement of the munldpsllly In the class ^ ^„rtton and recognition criteria for the dassHiostlon o1 

““ 

should ^Impaired, in meMng Ihs esfimetton of ^ and used Bs jo£en^ to select e variety of methods 
SSl^rillnencte. aesM. aa ae* «!s rS period. The martegernent of 

This wee performed per servloB^entllteble categories across all daases ef debtors. 


ID 




KOUKAMMA MUNICIPALITY 

ACCOUhTTING POLI CIES TO THE ANNUAL FINAKICIAL STATgMFwr*; 
FOR THE YEAR ENDED 30 JUME 201 B 


BASIS OF PRESENTATION (Continueii) 


1 . 2 


CRITICAL JUDGEMENTS, ESTIMATIONS MID ASSUMPTIONS (Continued) 


1, 2. 4 Itvw of Prop^rfy, Plant atMt£qu^mtnt,lntenga>hBssttf Mil Investment property 

P'8"* 8"** eQuIpment, inveetmenl properly end imenolble over the 

, I 8^ ***8 8s»«1b, taking into eccounl the reslduel values of the ficeets et the end of their usetul Itves which Is 

dete^,^ ^en the assets ere svellable tor use. The useful lives of assets are based on toanagernenfs StiJSto 

d^mtoe tte StiSjr f®*****^*™"*® 8"^ required relurn on ass^ In i^er to 
.“*8'“' "^8 expectation, where spimprtale. The estlmstion of residual vetoes of assets Is he Bw l on 

b? JSSTSI? '***‘^' ^ ®“8‘8 will be sold or used to the end of their useful lives, and In whsl condItloMhS wUI 


1. 2. 5 lmpaltment:VMle Pom of P/pperty, Plant amt Egufpmenf ana Mtventories 

®™f AccounOng Poltoy on Intangible asaele - SubseoMfii 

Inventory ^SubaeqJm tossuS descHbes the «Jndftto«!SJ?Jhteh 
* asseta are tested for potential Impairment tosses by the management of the /nuniclpallty. Stonlfkam esHmetee and 

B ®*!i® JmpBlrmein testing, Intangible assels toipalmnenf testing, write down of Inventories to the lowest 

of Cost and Net Reateable Vetoes (NRV) and whether assets should be written down to ourreni 

the ebow-rnentloned estimates and judgement, menagemenl considered the subeequent measurement crHerta end 
ndicetors of potentiel Impairment losses as set out In GRAP 21: Impairment of NorvCesh ^riSti™^r!Jld gSp 26 
inrthT^wLv A8wte- In particulBr, the calculation of the recoverable sendee errSmt ter^PEJn? intaSgi^»els 


f. 2. $ Watar Inventory 

*1“*' *" *^8 reservoirs Is tweed on the meesurement of weier after the depth of water in the reservolr£ 
have been delennlned. which to then converted into votomes beeed on the total cepacity of the reservoir. 

f. 2. 7 DeenePBanemPlanUabllltiea 

1. 2. t PtovMena and contingent llabmaa 

"" obligeiion to rehabUitate he landfill sites In terms of Ita license sllpulettons. Provtston 1$ made for this obltoattoii 
ba^on the r^piasent ralue of cost Additional dlsdoeure of these estimates of provisions are Included In Note 15 Provisions A 
valu^on repor^fe prepared aHnually by the Province of the Eeatem Cape Local Government and Traditional Aftelrs Deoarlmenf Thh 
e ® D Kou-kamma Local MunicipBlIty oomplies with the' Waste Act and the Generally Recoanlaed 

M^ntirig Pracboe (GW) 17 and 18 requirements and standards. GRAP IT requires the cost of rehebllHation of ifStes to^ 

riS ® rT'- u '"*8rest of Ihis report is in the dZS?n mte 

GRAP 19 requires Ibr costs of rehabifilatlon of lerKffill sites to be provided for. 


1, 2. 5 Budget fnfdrmat/on 

Deviations between budget end actual amounts are regarded be ma terfal differences wi«.n 

HiffjBrianrvce asre eU-. i , _-gsM_TTi ir.i i . 


differences ere explained in the notes to the annual tin ji i usl^iw i iag^.^ Q^N£RAL 

TH AFRICA 


1. 3 PRESENTATION CURRENCY 


10% deviation exists. All msterial 


the naartet Rend, which Is the municipality's 


The Annual Fkiancfel Statements are presented in Sopth Afncan 
foncttonal currency, 

1. 4 GOING CONCERN ASSUMPTION 

p^p-i-U | |„ ,i i„ ii u,iM ir l „i «, «,,w. „ . .^n. 


1. 5 OFFSETTING 

Assets, liebillties, revenues and expenaes have not been ottaet except when otfoetUng Is requked or permitted bye Standatd of GRAP. 



KnUKAMMA MUNICIPAJJTY 

ACCOUNTING POLICIES TO THE A NNUAL FINANCIAL STATEMEljrS 
FCP THF YEAR ENPgP 30 JUNE 2016 


BASIS OF PRESENTATION (Continued) 


New Standerde end Interpretations 

■j, e standards and Interpretations effective and adopted In the current year 

IGRAP t: Interpretation of GRAP: Applyinfl the Probability Test on Initial Recosnltlon of Exchange Revenue 

An entity assasaes the probsbillly of each transaction on an is** 8 sse 6 sed at 

an oZlI level based on the payment hictoty of r^plenla «=* «« «rv« that takes 

initial recognition. The full «venw vrtl ’"J®' ™SII^ nofrSToS The effective dole 

place aubsfiQuwilly ^ Initel recoortHton. Such tmpclrnianl Is an axpc 
of the intarpretetion te for yeaT® beginninfa on or after 01 Aprl 2013. 

GRAP 1 <es revtecd 2010ji Presanlatlon of Flnanctel Statement* 

Addttional disctoeure Tequtrements have tere*^^ ^l-tos!^I^CT drfidt an^he^uae of 

dasalfled as held for sele, btologioal esseta, oftheemendmentlsfor 

tranaltlonfi provision In the acooiintlno policy. All amendments to be app pc® 

years beglnnlno on or after 01 AprB 2013. 

GRAP 3 (as revised 2010): AccourtUng policies, Changes in Accounting Esttnefes and Errors 

The revision resulted In various tennlnology ar^ **^*”'*'^ accounlino treetmenl. 

SelBction of sccounllng pollciee: The rsferer^ to ^ range of sources In 

paragraph .11 on the basis that It la not a stendaid setter art t ^ "- iiTirn«nlnrr rn 1* ■ ^ benehmaA and 

fornujteilng an accoundne pdlc^' and not just tto P**^”*!^ 1 1 m iildrt iWllTfTSn^^QH^ *4^' April 2013. 

sternallveatawntingpolkfes has Imen deleted. The effective date of the anie^W01^©«“'e»«WW^ T 

SOUTH AFRICA 1 

GRAP 0 (as revised 2010): Revenue from Exchsnge Trsnsscllons 

The ravtslon lesuHed in vertoos terminology and definifion changes. D1 
aurpjuses: Paragraph .36 has bean emended to enowtipese nrt o^ ' 
dStafionB end sddltfens to examples hpluded In the appendix. The effei 
01 April 201 3. 


fron 


ihidends or sirflltef dsTnBulHhS dedsred 
» curtOes, but sny oontrfeufed capitel. Variji 
id m dste of the amendment is for yaais be^! 


pro-aopulsltion 
us smendments, 
inning onorefter 


GRAP 12 (as revised 2010): Invantorlea , - 

0«. «J«: P.»g.P.. .34 .n6 .» ™ 

wmiJti fcr Imntote w«li > rtntor and uw B tta^. eoM' !»• b«»i »l®l. 

value meaeuremenU The appendix on how to delennlfte fair vsioe tws wen oei«» 

The effective date of the amendment ta-for years beginning on or after 01 April 2013. 

BASIS OF PRESENTATION (Continued) 

1 . 6 Stsnderds and Interpretations effective and adopted In the current year (Continued) 

GRAP 18 (be revised 2010): Leases . „4,»i 

Operations; HMtinMi «s held for sale in scoordence writh the Standard of GRAP 

Paragraph .61 has been added to darify that finance esseis owe . ^ , -ceonjanoe with that Stendanl. GuWsnce 

on Non-currem Assets Held tor Sefe and Discontinued S BuidBnce on the recognition of 

on Bocountlnfl for finanos leasmr by lassors: Tl» Sl2« ?i^Wel^ AcoounUr^to Public 

assets where ardltles enter Into errangements 'f’ ^ SStS« l!nd “ubi^tvw legal form: The gukfenoe 

Private Partnemhlps suparsades thte fluldanc®. CtefisBicalion of leaw* on land and bulWIr^ja etermntB: 

Included in the originel text on substance over legal ***" ‘’V ’ , , 1-4 elemetil of the lease retatlrto to Ihe tend 

is dassifted as e finance leaae sigi^oBnl ifete^r^rts re^epectlvely. The effeOBve date of the amendment 

conabtenl with the general desafflcefior guidance. All amendments to be appiien rsuospewiveiy. 

Is for years beflinnlne on or after 01 April 2013. 



KOUKAMMA MUNICIPAUTY 

ACCOUIfrtWG POLICIES TO THE ANNUAL FINANCIAL STATEMEhTTS 
FOR THE YEAR ENDED 30 JUME 2016 

1 BASJS OF PRESENTATION (Continued) 

1. 6 Stenderde end Interpratatione cHective end adopted In the current year (Continued) 

GRAP 16 (as revised 2016); Investment Property 

RecosniBon of Investment property: AddttionBi commentaiy has been Included in persfiteph .18 and 20 to explain peraBieph .16 that 
outlines the recognition crilerta tor investment property. This Standerd Includes Investment property under oDnstruetlon as it v«s 
inconsislent srfth the requirement that investment property being redeveloped mbs still wHhin the scope o{ this Standard, but nol the 
initial development As a result paiegraphs .10 and .11 Mere amended, peragmphs .80 and .61 inserted, and pereoraphs .25 end 
.6S(e) of the original text deleted. r- v k 

The meesuiement principles ware also amended accordingly to allow Investment property under consfruclion to be measured at cost If 
fair value cannot be measured reliably, until sudi brne as the fair value can be measured reliably. Additional guidance has been 
included In Ihe examples of investment property to clartty thsi the rentals earned do not have to be on a commercial basis or market 
retetad for the property to be classified as investment property. Dtadosure; Ettoltes ere encoureged, rather than required, to disdoee 
the fcir value of InveEtmenl property when this Is melerielly different from the carrying emount Amendments to be applied as follow: 
Paragraphs .10(e}, .64, .68, .62 end .86 w^e amended, paragraphs .60 and .61 were added and paregtaph .25 and .11 (d) of the 
orfgtnal text (2004) wse deleted by the Improvements to GRAP issued in 1 April 2011. An entity shall apply those emendmente 
prospecUvely for anriual periods beginning on or alter 1 April 2011. K an entity elects to apply these amendments earlier, it shall 
disc^e this facL The related amendment to paragraph .06 In the Standard of GRAP on Property. Plant end Equipment Is also spplled 
eeriier. Any other amendments to the Standerds of GRAP shell be applied Tetrospectively. The effective dale of (he amendment is for 
years beginning on or after 01 April 2013, 


GRAP 17 (as revised 2010); Property, Plant end Equipment 

Scope: The recognition and measuremenl of exploration and eveluayon assets have been added to the scope exclusions. Investmerft 
properlieE under oonslruction have been rernov^ from the scope. 

Meseurement at Initial Tecognllion: Paragraph .23 and ,24 have been emended to clarify that the guidance applicable to determine lair 
value for revalued assets applies equally to the Infttal measuremenl of Items of property, plant end equipment at tab value. Depreciable 
amount end depredation period: An additional paragraph has been added to darlfy that reviewing the useful life of an on an 
annuel basis dou not - ' 

require the entity to amend the previous eslimale unless expecteftons differ from the previous estimate. Derecognition: The 
requirement to not daeelfy gelns from the dIepOBal of property, plant and equipment as revenue, has been removed. Peragreph .76 
has been added In line with the |A$B Improvements Project to clarity that where assets are held tor rental to others in the ordinary 
course of operations erxl the entity subsequently sells the assete, the Standard of GRAP on Non-current Asseta Held tor Sale end 
Discontinued Operattons does not apply. Rather, these assete ere to be frensfe rred end iiMteri in My^T rinnno wHh the Stendard of 
GRAP on Inventories. Dlsdosures; The required disciosures In nnmDrnrtrMI6ittatf6,''Bt^qMB|ded to etcouraged disclosures Added 
to the list of encourage dlBOlDsures is the tab value dbdoeurdof a T|e f^quirement Id disclose the 

cost basis for revalueted assete was removed. Amendments lo be BPpgftawUHWMU^ -06. A end .24 were amended and 
paregreph .79 was added by Ihe Improvements to GRAP IssuM In 1 ApnrZOTI . An entity shall apply those emendmente prospectively 
for annual pertods beginning on or after 1 April 201 1 . If an eOtlty elecis to IPPlyJbw «mmdmenta eanler. If shall disclose this feet. 
Any other amendments to the Standerds of GRAP shall be eaplied retros^itivayCThdwEbtlve date of the amendment is for yesra 
beginning on or sfter 01 April 2013. I I 

GRAP 2S: Employee Benaflls I l 

The objective of GRAP 26 Is to prescribe the accounting snd d^ioBiirtifni Hu m ||||i | |||i fitninTiiid requires the munldpaJity 

to recognise: a liability when an employee has provided service in exchange for employee benefits to be paid in the toture; and an 
expense when the municipality consumes Ihe economic benefits or service potential srising from service provided by an employee In 
exchange for employee benefits. The stenderd states the recognition, measurement and disclosure requirements of: short-term 
employee benefUs; sll short-term employee benefits; short-term oompenseted absences; bonus, tncenlive snd performance related 
paymerjts; poet-employment beneflis: Defined oontribuUon ptens; other long-term employee benefits: en termination benefits. The 
mqjor difference between this this standard (GRAP 26) and IAS 19 is with regards to the freatment of actuarial gains and l«i !ii;es and 
past service costs. This standard requires the murridpality to recognise all actuarial gains and losses snd past service costs 
Immedlatety In the stslemenl of financial performance once oocuired. The effective dele of the stendaid is for years beolnnlno on or 
sfter 01 April 2613. 

The adoption of these amendment Is nol expected to Impact on the rasulls of the municipality, but has reeuHed to more disclosures in 
Ihe annual financial stetemente. 


1. 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTII^ 

The tollowtog GRAP standards have been issued but ate not yet effective and have not been early adopted by the munlcipelity; 

GRAP 18 Segment Reporting -Iseuad February 2011. effective dele 16 April 2016 
GRAP 20 Related Party Dtedosures - iesued June 201 1 
GRAP 32 Service concession enengemenis grantor 

GRAP 105 Transfers between entItiBB under common control - issued November 201 D, effective date 16 April 2016 
GRAP 108 Transfers between enSttes not under comimn control - Issued November 2010, effective date 16 April 201 6 
GRAP 107 Mergers - Issued November 2010, effective date IS April 201 5 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNU A L FINANCIAL STATEMEWTS 
pnR THg YEAR ENPgP 30 JUNE 2Q16 


1 . BASIS OF PRESENTATION (Continue!)) 

1. 7 STANDARDS. AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOTYET EFFECTIVE 

(Continued) 

All the other listed staiKlards BE listed ebwewlll only be elfeciNe when a delete announced by tlwMintetortffF^^ 

Whete B Btendert of GRAP fe approved e» effective^ replj^ 

Stenderds Bob«). Intemettonel Fteendel A^^^ ^ 

GRAP on Aocoonting PollcteB. Chensee In AooountlnB Eetiraetee end Errors. 


GRAP 1 S - Senment Reporting , , ^ .„ri 

Swn»* ™ 1» IN, i™ -» 

meneeament. Segment Intermelion Is efther prwented to srt w servlw o r ^^^ objeedwes that ere In llr* wHhthe 

entity within e perticuler region. 

RdduMi ^ 

yet have en eHective dele. 

GRAP 20 -Related party disclOBisos mcBiioft 


2. 


GRAP S2 Service concession errangemente grantor ... 

The standard prescribes the eecounllng ireelntent tor eenrice eonoeeslon errangemente by the grantor, a pu c se 
efiective date ol the elanderd has not bean determined yet. 

No slgnHlcanl Impact on the financial statemente of the Munlclpellty Is expected. 

GRAP IDS Statutory tecalvebtes 

ThI. UrM |»»A» «» .PMlIMIr, «M>n»n» •» •» »“»««""• 
recelvBbtes. The effeedve date of the stenderd has not been determined yet. 

GRAP 105 - Transfer of Function Betvreen Entitles Under common Control 

m. .I.nd.nl 11- .PC-IRIH, Wl^nl 

GRAP 1 06 ►.Tferrsfer of Function Between Entitles Not Under common Control 

™. «.„*», 6-R «- oiR-™^. 

measure transferred assets end fiablllties at felr value. It Is urilBteiy inei r|B 
future. This standard does not yet Save an rffecHve date. 

GRAP 107- Mergers 

This standard deals with requiremente for accounting for a merger 
the flnenctal statements of the Munlclpellty in the taresMabls future. This H 

PROPER^ PLANT AND EQUIPMENT 

2. 1 Initial Recognition 

used during more then one yesr* 


auditor ' gei^ral 

SOUTH AFRICA 


in tm or I 
ite tondard doe 


J unlikely to lave an impact on 
”en effective dale. 


14 



KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

PROPERTY, PLANT AND EQUIPMENT (ConUnued) 

2. 1 Initial Recog nftiOTi (Continued) 

The coat an Hem of property, plant and equipmenl Is reoognfeed as an asset if, and only If it is probable that future economic 
benefits or service potential associated with the ttem vdll flow to the munlclpellly, and If the cost or fair value of the Kern cen be 
meesufod reliably. 

Property, plant end equipment are Initially recognised el cost on Hs acquisition date or in the case of assete acquired by grant or 
donation, deemed oost, being the fair value of the asset at acquJsHion date* The cost of an Hem of property, plant and equipmervt Is the 
purcheae price and other costs attributable to bring the asset to the tocatton end condition necessary for it to be capable of operating in 
the manner intended by the municipality. Trade disoounts and rebates are deducted in arriving at the cost. The cost also includes the 
necessary costs of dismentJIng and removing the asset end restoring the she on which It Is located. 

When significant components of an Item of property, plan and equipment have differenl usetel lives, they are accounted for as 
separate Hems (major components) of property, pterrt and equipment 

The cost of an Item of property, plent and equipment acquired in exchange tor a norhmonelary assets or monetary assets, or s 
Domblnetlon of monetaiy and non-monatery assets Is measured at the fair value of the asset given up, unlesB the teir value of the 
esaet received to more clearly evkient. If the acquired Item could rwt be measured at Hs fair value, Us cost Is measured at the carryir^ 
amount of the asset given up. 

Major spare parte and servicing equipment quafify as property, plant and equipmenl when the municIpalHy expects to use them during 
more than one period. Similarly, If the major spare parts and senricing equipment can be used only in connection with an Hem of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

2. 2 Subsequent Measunement 

Subsequent expenditure relating to property, plant end equipmenl is cepHalteed If H is probable that future economic benefits or 
potential service deliveiV associated wHh the subsequent expenditure will fkw to the entity and the cost or fair value cf the subsequent 
expenditure can be reliably measured. Subsequent expendHure Incurred on en asset is only capitalised when H Increasfte the capecHy 
or future economic benefits assodated with the asset Where the munldpalHy repleoes peris of an asset, it derecognises the part of 
the asset being replaced and cspHallsee the new oomponent 

Subsequently all property plant and equipment ere measured el cost, less aooumulaled depreciation end eocumulated impairment 
losses. 


Subsequent to inittet recogrfltlon, land and buHdlngs are carrfed at cost teas accumulated depreciation and impairment lossea. 

Compensation torn third parties tor Hems of property, plant and equipment that were Impaired, lost or given up Is Included In surplua or 
deficit when the oompensetlon becomes receivable. 


2. 3 Depreciation 


Depredation on aseete other than tend is cslculeied on oost, using the stratght-line method, to allDcate their cost to their residual 
values over the estimated useful lives of the assets. The depreciation method used reflects the pattern in which the asset's future 
economic benefits or service potential ere expected to be consumed by the munldpellty. Each part of an Hem of property, plant end 
equipment wKh a cost that is slgi^lficant in relalion to the total cost of the Hem shall be deprecteled separately, The depredation rates 
are based on the following estimated useful lives. 


Depreciation only commences when the asset is available tor use, unless stated otherwise. 


The following is an Indication of the maximum expected usetol I 

Years 


I of the assets; 


InfmsIritQtum 
Roads end Paving 
EtectricKy 
Water 

Landfl]l SHee 

Communffy 
Recreational Facilities 
Security 


30 

20 

20 

7-50 


30 

6 


Buifdtngf 
Other 

Specialist Vehicles 
Other Vehicles 
Office Equfpment 
FumHure and Fittings 
Spedallsed Plant and Equipment 
Other Plant and Equipment 


auditor -©EN^RAL 
AFRICA 

30 

0 1 BEC E01S 


20 

7 

10 

ML 

16 

6 


The assets' residual values, esflmeted useful lives and depreciation method are reviewsd ennually, and adjusted prospectively fl 
appropriate, at each reporting date. 


2 . 4 Incomplete Construction Work 

Incomplete oonstructton \M>rk Is steted at historical cost. Depreciation only commences vsfien the asset Is available tor uee. 




ni IKAMMIA MUNICIPAWJIX 

^rr.niJWTtNG «>»■ icigS TO TH F ANN UAL FlKANglftL STAT^M^N ^ 

FOR THF V^AR E NDED 3P JUME 201 § 

PROPERTY* PLANT AND EQUIPMENT (Continued) 

2, 5 PInanM Leasee trailed b the 

the end of the lease term. 

2 6 Land & Buildings 

- ori-tori « 11 Is deemed to have sn Indefintte useful life, buildings and other structures sHueted o 
2. property, plant and equipment (Continued) 

2. 7 Infraainrclute Assets 

in terms of the asset mensBement policy. 

2. i pBrecognltton of property, plant end equipment 

TheC8rrylnBsrnoumafanltemcfproperty.pJntandequlpmentisderecognl^ 

Item is dereooBnlsed. Gslrw are not dasslfled ss revenue. accumulated deprediation and 

^ INTANGIBLE ASSETS 

gmreted ere reported st cost less „Bete, or e oomblnaBon of monetary and non^neta^^ asse^ 

Imulred In exchange for a non-moi*1»7 w®®*® .JTfrto 2ir value of fhe asset received Is more dearly evident. H 


Initial RacognMIon 


S. 1 initial rtecosj'ioiui* ■ ■ 

reliably. 

3, 2 SubsaquEntMee8ui«ment,Amorti6ettonBndlmpBlnnBnt 

After Wlbl recognition, en intangible asset is carried el Its cost less any 
lOBS^- 

Expenditure on en IntangWe Hem that ws Initially recognised ae en 
lnter«lbie easel at a later date. 



ifi 



KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATFMFMT.c; 
FOR THE YEAR ENDED 30 JUNE 2016 


3. IHTANGrBLE ASSETS (Continued) 


3 - 2 


Subeeqwem Measurement, Amortisation and Impairment (Continued) 


dtetineuisherf between IntemeJIy generated Intangible assets end other intangible assets. 11 
between indefinite or finite useful lives. Amortisation Is chafed on a straight-line basis over the intangible 
of ***** •* BvaHabte fer use}, which era eeUmeted to be between 3 to 6 yeera, the residual value 

^ “"•*** *" Intangible assets are deemed to have an Indehnite 

II ■ Intenptble Mete ere not amorUsed, however such Intangible assets are subject to an annual impairment lest. The 
UBeJuI lives per category of intar^glble assets are detailed be^ow: 


Intangible asset Years 

Software 2-10 

Webshe 6 

Inter^lte ae»l£ are annually tested for irnpelrmem. Jncludirig IntengHble essets not yel available for use. Where ItemE of mtanalble 
assets have been Irnpalred, the carrying value Is adjusted by the Impairment loss, which Is reoogr^ed as an expense In the period the! 

impoirmenl Is Identflted except where the impairment reverses e previous revaluation. The Impairment loss Is the difference 
between the carrying amount and the recoverable amount. 

The esilmeted useful life, residual vshies and amortisation method are reviewed annually at the end of the financial year, Arw 
B^lments ortelng from diB annuel review ere applied prospectively es e ehenge in ecoounting estimate in the Statement of Financial 


3. 3 Deraeopnliton 


Inta ngible assets era dereoognised when the easel Is disposed of or when there are no further economic benefits or service potential 
peeled from the use of «ie seset The gain or loss aitsing on the disposal or reHremant of an Intangible asset Is determined as the 
difference between the net disposals proceeds end the caitying value and Is recognisad In the Statement of Financial Parformence 


4. 


INVESTMENT PROPERTY 


4, 1 InKIftf Recognition 

InvMtmenl property includes properly (tend or a building, w pert of a building, or both tend or buBdlnge held under a finance lease) 
held to earn rentals andtor for capital appreciation, rather than held to meet service delivery objectives, the production or supply of 
goods or eervioes, or the sele of an esset In the ordinary course of operatione. 

Investment property is recognbed as an esset where, and only where; 

It is probable that the future economic beneritstor senrloe potentlei that ere associated with the investment property will flow to the 
entity; and 

* The cost or feir value of the investment property can be measured reliably. 

At Initial recognition, the municipality measures investmenl property at cost including transaclton costs once it meets the deflnhfon of 
Investment property. However, where an Investment property was acquired through a non-ejMhsnge transaction (le where H scoulred 
the investment^property for no or a nominal value), its cost Is Ite fair value as at the date of atxjuiBitlon. 

Based on manegemenfs judgement, the following criteria have been applied to distinguish Investment properties from owner ocoioied 
property or property held for tessle: 

* M properties held to earn market-related rentals or for capital appreciation or both and that are not used for admintetraliva 
purposes and that wrtll not be sold within the rtext 12 months are dasslfied es Investment Properties; 

Lend held for a currently undetermined future use. (If the Munlcipetlty has not determined thst it will use the land as owner- 
o™pled property or for short-term sale in the ordinary course of business, the tend Is regarded as held for capital appreciation); 


held to be ieeeed out urrder orre or nL. d. . 


parties. 


SOUTH AFRICA 

I1 1 flEC 2016 


external 




AHCOUNTiNG POLlCIgS TO TH E ANNUAL FINANCIAL STATEMENT S 
FOR THE YEAR EMDED 30 JUNE 2016 


INVESTMEKT PROPERTY (Contlnuad) 

4, 1 Intttal Recoenlt)on (ConUnuecl} 

Th. «!«*» -~ls to nrt M 1.. ite .n« “ 


Property that te being conslrucled or developed lorfuUire use as Inveslment property: 

Property that is leeeed 10 enolherentliyorvder a finance tease; ,, , m inniiil nF' 

Property held lo provide e eodel service end which rise generates »- J i liUiKiJ^-^ 

sporting bodlsB. schoois, iow income famiites, eto.; end 1 ^SCUTH AFRICA 

Property held for strategic purposes or service delivery. I 


/ merket rentel to 


SutissiiuBnt MBBsurBrnanl 
1 Subsequent Measurement - Cost Modet 


0 1 QtC 2016 


Investment properly Is measured using the cMt tt^property. 

eccumulBted Impairment tasses. Det^isttort « » _ eionitlcanl In relstion to the whole asset and that have dWerent 

The land Is mil deprecteled os H has an Indefinite useW ^ffe, 

esrrying value and is recognised In the Statement of Ffnanclel Perfoitnence. 

4. 3 DerecoflnMon 

An inveetmenl property shall be "* disposal, 

property Is permanently withdrawn from use and no future economic beneRts or service pownw -f 


IMOAIRMENT OF ASSETS 

T« to>,» a»in» .. toto. «« v«. ,h. p.1™, toto*. - 
as pate sre cdeaBiflcd es non-castvfleneiatlng essels. 

6. 1 to)pa//nTen(ofCas/ipeiieiaflnpaasels 

K ihe .mton. - to -to. » ^ 

rtoira^tetdtheunn.pmratoonlhebssteofthe»r,yln8«mo«^ nrtor oeriods for 

or««e e«rete are 

TfTh^sed carrying amount of an aaset attrlhulabl^ a 

^Id have been determined had no Impairment teas baen rBoogrtsed tor the asset In prior pe 
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KOUKAMMA MUNICIPALITY 

ACCOUHTING POLICIES TO THE ANNUAL FINANCIAL STATEMEWTS 
FOR THE YEAR ENDED 30 JUNE 2D16 

IMPAIRMENT OF ASSETS (Conllnued] 

6. 1. Impairment of Cash generating aesetc (Continued) 

A reversal of an impairment loss of assets carried st cost less accumulated depredatfen or amortisation is recognised Immediately In 
surplus or defidL 

S. 2. Anpalrmeof of Non-Cash gananting sssais 

The municipality assesses at each reportInQ date whether there is a ny Indkatior fliat an asset may be Impaired. If any such indication 
eadsts, the municipality sstimates the recoverable service amount of the asset. 

If there Is any indication that an asset may be Impaired, the recoverable service emounl is estimated lor the Individuet eeset if It Is not 
possible to estimate the recoyersble service emounl of the Individual aesel, the recoverable service emounl of the caslMenereting 
unit to which the aseet beionge Is determined. 

The recoverable service amount is the higher of a non-cash genaraling asset's feir vslue less costs to sell and Its value in use. The 
value in use for a non-cash generating asset is the present value of fte aseef s remaining eerviee potential. 

If the recoverable eervloe emounl of an asset Is less than Its carrying amount, the carrying amount of the asset Is reduced to hs 
recoverable service amount. That reduction Is en Impsirment loss. 

An Impeirmenl Ices of essets cartted et cost less any eccumuteted deprecletlon or amortlsetion Is recognised immediately in surplus or 
defkdL 

An impairment loss Is recognised tor non caslvgenersting units if the reccvereble service emount of the unK te less thsn the carrying 
amount of the unit The Impairment loss Is allocated to reduce the carrying emounl of the essets of the unit to the assets of the unit, 
pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indlcsfton that en knpelrmartt toss rsoognlsed In prior pertods for 
esaets may no longer erost or may have decreased. If any auch indkatton exists, the recoverable service emounte of those eseets ere 
estlmeied. ; . - i 

The increesed carrying amount of an asset attributebla to a reversBl of an Impairmerd loss does not exceed the cerryirrg amount that 
would have been detemdned had no Impeirmenl loss been recognised for the asset in prior periods. 

A reversal of an impairment Joss of essets carried at coat less accumulated depredatkin or amortisation is recognised Immediately In 
surplus or deficit. 


FINANCIAL INSTRUMENTS 


The rnunicipality has various types of finarrdal Instrumenls end these can be broedly categorised es either .finandal assets, financial 
liabHitiffi or equity instruments In accordance with the substance of the contractual agreement . The muhlc|pelity only recognises s 
finsncial instrument when R becomes e par^ to the conlrectueJ provisions of the insirumenL 

initial recognitton 

Financial assets and financial liabilities are recognised on the entity's Stetemenl of Rnendal Position when the enUly becomes party to 
the ceniractual provisions of the instrument 

The Entity does not offset e financial asset and a financial liablllly unless a legally enforceable right to eel off the recognised amounte 
currently exist; and the entity intends either to seWe on a net basis, or to realise the asset end settle the ItebilHy simuftaneously. 

The effective interest rate method 

The effective Interest method is a method of calcutetlng the amortised cost of e financlsl aseel or a financial liability and of altocaflrs 
the interest Income or interest expense over the relevant period. The effective Interest tale is the rate that exactly discounts estimated 
future oBSh payments or receipts through the m;pected IHe of file financial instrument or. when appropriate, a shorter period to the net 
carrying amount of the financial asset or financial liabBily. 


Amortifi^ cost 

Amortised cost Is the fitnounl at vvtilch the llnenclal asset or financial HabDIty Is measured 
repayments, plus or minus the cumulative amorUsatlon using the effective j 
and the maturity emount, and minus any reduction for Impalrmenit or uncoil 

S. 1 Financial Acsets - ClaasKlcatlon 

A finandal asset is any asset that Is cash or a oontractuel right to receive ca; 

In accordance with GRAP 1 04 the Financial Assets of the municipality are 
standard: 

Flnenoial assets at amortised cost 
Financial assets at fair value 
Financial assets at cost 



minus principal 
Inrlial amount 


[llowed by this 




KniJKAMMA MUNICIPAHTY 

ACCOUNTING POLIQES TO THE ANNUAL FINANCI AL STATEMENTS 
FflR THE YEAR ENDED 30 JUNE 2016 


FINANCIAL INSTRUMENTS (Continued) 

B. \ Flnendel Aseete - C laselficellon (Continued) 

The munidpBnty has the tollowliiQ types of finenctel assele si feUeded on the face of the Stetement of Flnanciel PosStton or in the 
notes thereto: 


'Tvne of Finenctel Asset 


Short-term Investment Deposits 


Bank Batenoesand Cash 


Consumer Debtors . 


■ Other Debtors 
Ival Receivable 


CleseifiCEtlon In terms of GRAP t0< 

' nnenclal Instruments at Amortised Cost 
' Financial Instrumente at Amoftlsed Coal 
' Flnenclal tnalruments at Amortised Cost 
i Ftnanrial Instrumertteet Aincrtlsed Cost 
Finenclai Instrumerrts at Artrortlsed Cost 



c«l, MU. ..h on hond (ucUk, pM, ch) .nd o»h «n tU. 

highly liquid Investments, readily convertible into known amounls of cash, that are treW vdlh reglstwed /* . . oomoHsc 

s!S?cl to an^tehllicanl risk change in value. For the purposes of the cash fl«« stetement. "1''^ a^ 

cash on hand, depoate held on call wHh banks, net of bank ovardrefts. The munidpBlrty categorises cash and cash eq 

C. 2 FtnanctelLtebllltlea-CtaaeificaUon 

A rmandal Babllly Is a contractual obilgafion to deliver cash or another ** 

tollowing types of finenctel llabllltlBS as reflected on the feoe of the Statement of Ftoenctel PoelUon or In the notes thereto. 


ol Fin&nctel 


Lonfl^term Lteblmiec 


Other CredKors 


Trade CredNore 


Accruele 


Consumer De 


Retention 


ClBSsiflcsUon in terms of GRAP 104 


Financial iiebflitles meesured at amortised cosA_ 


Financial llabiittles measurad alamortteati cpgL 
" Flnanciel liablitties measured at cmortiBed cget_ 
" rrandai liabilities measured et amonised cost 
Financial teblintes measured at amortised cost 


.Finariclal ItebllKies measured at amortised cost. 



i plus, In th 
ittrlbutable 


case of a ftnanOal 
^ the acqulsIUon or 


Bank overdrafts are recorded based on the facility uUlteed. Flner^ce 

6, 3 InRlal and Subaequent Measurement 1 gOUTH AFWOA \ 

Issue of the financiBl asset or flnanctatHabBity. I I 

6. S Initial arid Sobsequent Measurement I J 

Financial UabllWes held at amorttead cost 

borrowing to Ihe cxtent that they are not settled in the period that they arise. 


Financial guarsnlee contract ^ ^ ^ , 

rrrss':i;‘r 

amoitlsatton. 


B, 4 impalimant of Finenctel Assets 

8S^^^lfina^l diffteultles of the debtor). If there Is sucbevWenoe the recoverable smounl Is estimated and an Impairmanlloss 
recognised In eccordance wHh GRAP 104. 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

FINANCIAL INSTRUMENTS (Continued) 

6, 4 Impairnwnt of Ftnanclfif AsseU (Continued) 

Financial assets carried el Bmortised cost 

Debtors enoompasGeB long debtors, consumer debtors and otiier debtors. 

Ir^lty Debtors are valued at fair value and subsequently carried at amorttoed cost using the effective interest rate method. An 
estimate Is made for doubtful debt based on past default experience of all outstanding amounts at yeer-end. Bad debts are written off 
the year In which they are Identified as Irrecoverable. Debtors wfthin 12 months from the dale of reporting are dasalfjed as current. 

A provision for Impairmenit of debtors Is eateblished when there Is objective evidence that the municipality will not be able to collect all 
amounts due according to the orlginel terms of receivables. The provision Is made in accordance with GRAF 104 whereby the 
TBoovereblllty of debtors are assessed Individually arvl then collectrvely after grouping the assets In flnendat assets with similar aedtt 
risk characteristics, The amount of the provision Is the dHferenoe batmen the financial aesat’s carrying amount and the present value 
of estimated future cash flow, discounted at the original efTectlve Intereal rate. Future cash flows in a group of flnencial assets that are 
oollectiveiy evaluated for Impairment are estimated on the baele of historical loss experience for asaels with onedH risk characteristics 
simile r to those in the group. Cash tows relating to short-term receivablas are not discounted where the effect of discounting is 
immaterteL 

Government accounts are not provided for as such acoDunls are regarded as receivable. 

The carrying amount of the financlel asset Is reduced by the Impairment loss directly for all finandal assets carried el emoillsed tx>st 
with the exception of cx}nsumer debtors, where the carrying smount Is reduced through the use of an albwance account. When a 
consumer debtor Is oonsiderad uncollectible, it is written off against the allowerK^ account Subsequent recoveries of amounts 
prevlousiy written off era credited against revenue. Changes In the carrying amount of the aRowar>ce account are recognised in the 
Statement of Rnanclal Performance. 

The emounl of the Impairment loss decreases and the decrease can be relaled objectively to an evertt occurring after the impairmeni 
was recognised, the previously recognised Impekment lose Is reversed through the Staternent cf Financial Performanoe to Ihe extent 
that the carrying amount of the Investment et the date Impairment Is reversed does ml exceed what the amortised cost would have 
been had the impairment not been recognised. 


6, 6 Derecognition of Financial Assets 

The munldpaUty derecognises Financial Assets only when the contractual rights to the cash flows from the asset expire or It transfers 
the financial asset and substantially all the rfska and rewords of ownership of the asset to another entity, except whan Council 
approves the vAite-off of Flnencial Assets due to non recoverability, 

If the municipality neither transfers nor retains aubstentially all the ilska end rewards of oWfifterahIp end continues to control the 
transferred asset, the municipality recognises Its retair^ Interest In the asset artd an associated liability for amounts H may have to 
pay. If the munldpatfty retains subetantially all the risks and rewards of ownership of a Iransfened financial asset, the municipahty 
continues to reoognlae the financial asset and also recognises e coHaterellsed borrowing for. the procaeds received. 


6. 6 Derecognition of Financial UabilKles 


The municIpelKy derecognlaes Finarxtial LteblUties when, arwf only when, the municipcirty's obtigations are discharged, cancelled or 
they expire. The municipality recognises the difference between the canying amoutti of the finarkclel llfibillty (or pert of a financial 
liability} extinguished or transferred to another peiiy and the constderatlon pai d. Includln 
assumed, in the Statement of Financial Performance. 


INVENTORIES 


7, 1 Initial Recognition 


LjLin huuli 11^1 Jarred or liabilities 

auditor - GENERAL 

SOUTH AFRICA 


01 DEC 


Inventories comprise currerrl assets held for sale and current assets forioonsumptlon or distribution duririg the ordinary course of 
busir>es£. Inventories are Initially rBOognlsed af cost Cost generally refers to the purchase price, plus taxes, transpen costs arxl any 
otiier costs in bringing the Inventories to their current location and corUttlon. Where Inven tory |y tnanutBriurmf* constructed or 
produced, the cost includes the cost of labour, materials and overheads ustV-duiluy iW fllhliuiactunng process. 


Where Inventory Is acquired by the munlcipatity tor no or nominal oonelderatlon (l.e. a norvexchange iTansaction), the cost Is deemed 
10 be equal to the toir value of the hem on the date ecquired. 

Direct costs relating to properties that wtil be sold as Inventory are accumutated for esch separately Identifiable developmenL Costs 
also Include a proportion of overhead oostB. 




KQUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THF YEAR ENDED 30 JUNE 2Q18 


7. IMVENTORIES (ComlnuecJ) 

7. 2 SubsequBnl Mewuremcnt 

Consumable storasj raw materials, work-ln-proflrees and flniahad goods 

Consumable stores, raw materials, work-lrr-progress end fnished poods are vetoed at the [lfi”i“fhrtaafc"5 

amount that an en% expects to realise Jtom the sale on inventory in the onteiary ^ businro). In 

delermlnir® cost Is the weiphled averepe cost of commodifies. If inverrtorles sie to be distributed at no diarge or or 
they are vsdued at the tower of cost end net reelisable value. 


Water inventory 

Water is regarded as inventory when the monicipeWy has incurred purlftaafion costs on otoinrt 

rivers, sprirSis. boreholes etc.). However, water in dams, that are filled by natu»l resources arid ttot tos nm yet 

under the cembo] of the Tminlclpenty but cer^ nol be meBSured reltebly ae there Is no cost ettagh^ to the water, and K ^ ^ 

recogni^ in the atetement of fin^l positton. The basis of detemtlnlng the cost of water purchased end wt ^ eoto 

finencfel position date comprises ell costs of purchase, cost of conversion and other coals Incurred In teingl^ Ihe 'wen to^ to rte 

pr.m iS^and'^crtol^^ Of trade dtocounts and rabales. Water and ,«rtfed effljjenf 

eveiega method, at the lowest of purified cost and net reeUaable value, Insofer as Ills stored end oontrolied In reservobs at year-end. 


Redundant and slow-movtog Inveittorias 

Redundani and slow-movino Inventories are WentHled and wrWen down from oosl to net marble wtoe wHlh 
economic or realisabia values arto sOM by public auction. Net real^ble value is the 

business, less appUcable variable selling expenses. DIfferenoes erteing on the ma^ramenl ot such Inventory at the ^of f^t aw 


nex reeVBDIB V8IU« ere lewifniWJ m hie h^vuiiiP9i» wi . .V,...*.*. 

reversal of any write-down ol inventortea arialng from an IncreBae In net reellaable 
reduction In the amount of inventories recognised es an expense in the period Inb 


The wrr^ng amount ot Inventories is recognised es an expense In the period 
consumed, unless that cost qualifies tor capltetlsalion to the cost of another aaa^ 

REVENUE RECDCNITION 

8. t General 


lchma,iBuarael-fii 


[hat the invef 


nisedasa 


ftributed, mitten off or 


Revenue .excluding velueedded taxation where appltaeble. is derived from a variety of sources which Indude ra1« Iwled, 

iSTgovamment and revenue from trading eoHviUes and other services eJSSSS 

Ihet fuiore economic benefits or service potentlel will ilow to the munlcIpelHy end benefits ran te 

spedfiCBUy Elated otherwise. The amounl of revenue te not ooneidered to be reliably measurable imffl .. 

sale l»ve been resolved. The municipality bases Its eatimates on historical results, taking Into consi dwatto n the ^ 

type of IrenaBcltan and Ihe spaeiflca of each arrangement. Furthermore aeivtoes rendered are recogniaed by reference to the stage of 

oomptetton ot the ItensecHon et the reporting date. 

Revenue comprises the feir value of the consideiallon received or receivable tor the sale of gwds er^ services In the ordinary course 
of the munIcipality’B acUvfiles. Revenue is shoem net of value-added tax. returns, rebetea end dBCounts. 

Revenue from non-exchange transactions refers to eenseclione where the r^nldpainy reralv^ toK^m 

directly giving apprcxlrtwtely equal value In exchange. Revenue from non-exetenge >6 ^ 

that tlw relaW receipt or leeslvable qualifies for reoDgnllion ae an asseland there Is no llabDity to repay the amount. 

S. 1 Revenue from Exchange TrEntadllons 

Revenue from exchange IrensecBons refers to revenue that accrued to the munlcipetlly direclly in return for servicea rendered , the 
value of which approximates the consideration received or receivable. 

fi. f. 1 5o/vh;e Charges 

Service charges relating to sanitation and eewaga ere levied In terms of the approved terms. 

Service charges reteUng to electricny end water are based on conaumpflon. Meters are normally read on a mot^y and ere 
recoonteed es revenue when involi^. Where melere ere not reed monthly, provisional estlmetea of eonsumpllon. beseiJ on the 
oonsumpBon history, are made monthly when meter readings have not been performed. The provtekmel SliTlT'll^cnuc 

recoonteed es revemie vriten Invoiced, except at year-end when estimates of consumption up to yesr-end are record^ e^evenue 
being Invotoad. Adjurtnwnts to provtetonel estimetes of consumption^ made In the ^ ^ 

been reed. Theae adjustmente ere recogniaed as reveniH fri the Invoicing period. In respe ct of ‘****®" 

last reading date and the reporting date, an accrual te made besed on the average monthly consumption of consumers. 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 

REVENUE RECOGNITION (Contmucd) 

6. 1. 1 Service Charges (Continued) 

Service charges relating to refuse removal are recognised on a monthiy basis in errears by applying the approved tariff to each 
property that has improvements. Tariffs are determined per category of property usage, and are levied monthly based on the number 
of refuse contamers on each property, regardless of whether or not all containers are emptied during the rrwnth. 

In drcumstences where services cannot readily be measured and quantified, a flat rate service charge is levied monthly on such 
properties. 

6. 1. 2 Pie*pa/tf Blectrhity 

Revenue from the sale of electricity pre-peid meter cards ere recognised at the point of sele. An adjustment for an unutilised portion Is 
made at year^nd based on the average consumption history. 

6, 1, 3 F/ncnce /ncome * 

Interest earned on Investments Is recognised In the Statement of FInana 
account the effective yield on the investment ] 

Inlereet earned on unutilised conditiona) grants Is aHocated directly to thi 
indicate that Interest is payablG to the funder. 

& 1 4 TsrfffChfitpes 

Revenue arising from the application of the approved tariff charges is reoogn^ when the relevant service Is rendered by applying the 
relevant authorised tariff. This includes the issuing of licerioes and permits. 

£. f . 5 Sate of Goods 

Revenue fmm the sale of goods te recognised when all the foUowtr^ conditions have been met: 

* The municipeiity has trensferred to the buyer the significant risl<s and rewards of ownership of the goods. 

» The municipetlty retains neither continuing managerial involvement to the degree usually associated with ownership nor effective 
control over the goods sold. 

» The amount of revenue can be measured reliabiy. 

* It Is probable that the economic bene^ or service potential associated with the transaction wPI flow to the municipality. 

> The costs Incurred or to be incurred In respect of the transaction can be rneasured reliably. 

fi. 4. 6 Rentate 

Revenue from the rer^tal of facinttes and equipment Is recognised on a straight-line baste over the term of the lease agreement 
6> 2 Revenue from Norv^xchange Transactions 

Revenue from non-exchange transacUons refers to transadions where the munldpeilty received revenue from another entlly without 
directly giving approximately equal velue In exchange. Revenue from non-exchange irsnsactlons Is generelly recognised to the extent 
that the relsted receipt or receivable qualifies for recognftion as an asset and there Is no riabillty to repay frie amount. 

An inflow of resources from a non-exchsnge transaction, that meets 13ie definition of an asset shell be recognised ee an es&et when It 
Is probable that the future eoDnomic benefits or service potential assocleled with the asset Will flow to the munidpelity end the feir 
value of the esset can be meesured reliably. The asset shall be recognised as revenue, except to the extent that a liability is also 
recognised In respect of the same inflow. A present obligation arising from e non-exchange transaction that meets the definition of e 
liability will be recognised as a liability when It is probable that en outflow of economic benefit will be required to settle the obUgetion 
end a reliable estimate of the amount esn be made. 

e. Z 1 Aefes and Taxae 

Reveruje from properly rates is leoognised when the legal entitlement to this revenue arises. Collection charges are recognised when 
such amounts are legally ertibroeable. Penally Interest on unpaid rates Is recognised on a time proportion basis with reference to the 
principal smount recelvsble and effective interest rate appitoable. A oomposhe rating system charging different rale tertffs Is employed. 
Rebates are granted to certein categories of ratepayers and are deducted from revenue. 

Z Z 2 Fines 

Fines constitute both spot fines end summonses. Revenue from spot fines and summonses Is recognised when payment te received, 
together with menagemenVs best estimate of the probable inflows from the amounts rK>l yet collected. 


l|,Qt<HWiAS]?|Spprllonale Qbs. that fakes into 


al Pertori 


i credKor: uni 


n 1 DEC 

luUlised condltiorbet 


giants, if the grant oonditions 
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ACCOUNTING POUCI£S TO THE ANNUAL FINANCIAL STATEMENTS 
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e. R^ENUE RECOG KITtOK (Continued) 

S. 2 Revenue from Non^xthenee TranefiCtlone (Continued) 

2, 2 Revenue from conxfittonaf grante* butkflng Bntf funding 

Income received from condlUonel Brerds, donetions and fundlns 6« recognieed as revenue to the ^ 
complied vwSlh any of the criterie, conditions or obllBefions emtxtdied in the egreement. To the extent that the wtterte, condlC orts 
obllgalionE teve not been met a liability is reooBnlsed, Governmenl srenls that are rcoeivsbie as compeneeton tor expenses or 
sireedy Incurred or tor the purpoee of givine Immediate flnendel support to the muntcIpaHty with no future retated costs ere recoonBCd 
In the Statement of Rnenclal Pextormance In the period In which they become teoelvable. 

fl, 2, 4 Revenue from Recovery of ynautfiorfsed, iirregutaf, FrufttessancfWssfeftrferpendltiHe 


Revenue Irom the recovery of unauthortsed, Irreguler, fruHlees and wasteful expenditure Is bn 
those set out in the Municipal Finance Menegement Act (Act No.66 of 
responsible councillors or olTIcials is virtually certain. Such revenue Is be£a 


duree, including 
' ihereot from ihe 


PROVISIONS 


ISuthafR'CA 

OlDECMtS 


Provisiore ere recognised when: 

» The mLmidp&tlty has a present legal or construdlve obligailDn es e reshtt of pest events; 

- It is prebeble thet en outflow of resources embodying ©oonomlc benefit| or earvice potential vAW be required to settop the 
Dbllgalion; and 

A reliable estimate cen be made of the obligeljon 
The beat eellmate of the expenditure required to settle the preaenl obllgetlon Is Ihe.emounl that an 

the obl^atton et the reporting date or to trenafer It to a thW party at that Ume end are determln^ by the judgaro rt of ^ 

menegement of the entity, aupplemerted by experience of eimiler traneacUons a^. in some 

The ^Idence ooneldared Includes eriy additional evidence piovided by events sto the reporting date. 

amount to be recogneed as a provtston ere dealt wHh by various means accoidlng to the ciraimstences Where the pr^mn tong 
meesured Involve a torge population of Hems, the obibetlon is eallmeted by weighting ell possible outcomes by their assooated 

probabltUies. 

Future evertls that may effeol the amourt required to settle an obligation are reHecied in the er^m 

auffclent objective evidence that they wBI occur. Geha from the expected dlspoeel of aseels ere not taken Into * 

prevision, pirobtons sre not recognised tor fulure operating kteses. The present oWigotlon under enj^w confrert b 
alto measured es a prevtetonl^nerous conlracl te a contrect In which the unavoidable costs JJ. 

contract exceed the economic benettls expected to be received under It. The unavoidable costs under ^-eomract ^ Jeto 
cost of exHing from the oontract. which is the lower of the cost of fulfilling It and any oompensatlon or penslties arising from failure to 
fulfil II - this unavokJeWe coeI resultlnG from the contrawX te the amounl of the proviston to be recognised. 


Provisions ere-reviewed at reporBng dale end the emouni of e provlaton b the value 

required to settle the obligation. When the effect of dtecounling b metenel. provelons are dBteirrrtn^ ^ d^^i^he 
future cash tews thet refted current maricet assessments of the lime vslue of money. The Impact of the periodic unwinding of th 
discouni Is recognteBd in the Statement of Rnenclal pETtormfince es e finance cost as K occurs. 


Environmental rehabilitation provisions 

Estimated long-term environmentol provisions, comprising lehabBitalion and fandfin she closure are besed ori^ Enlltys 
Into eocount current technological, environmental end regulatory requirements. Tto provision for . w 

when the environmental HablMy erbes. To the extent that the obligations relate to the saset, they ere capHdfc^es P«^^^ ^ 
those esaets. Any subsequent changes to an obligation thet did not relate to the initiel retated asset are charged to the Sfatemcnt of 

Finandel Perfortnanoe. 


to. EMPLOYEE BENEFITS 

10. 1 BhortHerm Employee Beneftte 

Remuneration to emptoyees is recognised in me Stetemerrt of Ftoanctel Perfotmanoe as the servlees ere rendered, except tor norir 
aocumulallrv benefite. which ere only recognbed iwhen the spedte event occuie. 

The mimiolpeltftr treats its provision for leave pay as an aotrual. 


24 



KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANKUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 


10. EMPLOYEE BENEFITS 

10. 1 Shortterm Einplov«e Benefits 

The costs of all shorHenn employee benefite such as leave pay, are recognised durtr^ Ihe period In which the employee renders the 
related servloe. The liability for leeve pay is baaed on Ihe total accrued leave days at year end and Is shown as a creditor Jn the 
Statemenlof Financial PosHkm. The munIcIpelRy recognises the expected cost of periormanoe bonuses only when the munlclpailty has 
a present legal or constructive obligation to rnake such payment and a reHable esiimele can be made. 


10, 2 Post employment benefite 


The Municlpeiity provides posHetlrement medical benefite by subsidizing the madicel aid oontributlons of certain retired staff according 
to the rules of the medical aid funds, Council peys 60% as contribution end the remalnli^ ^ members. The 

entitlement to these benefits is usually conditional on the employee "^fVlrr 'T ‘ ooi^pletiori of a 

minimum service period. The present value of the defirted benefit IteblUq^ adUMj|rQfitmlCSfRP!dance ^ GRAP 26 ^ 
Employee berwfite (using a discount rate applies ble to high quality governTTfeni - 


10. 2. 1 Post^rBtinmni H^Hh Can BenefHs: 


0 ^ 


6EC W 


The municipality hes an oblTgetion tq provide Post-reliremenl Health Care B^eflte to certain of Hs retkees. According lo the rules of 
the Medical Aid Funds, with which the murilclpellty Is associated, a merrlper (who is on the current Oorwiitio ns qj Service), on 
retirement, Is entitJed to remain a continued member of the Medical Aid Fupd, in which case the imi nh binhiji |<‘ lllililr for a certain 
portion of the medical aid rnembershlp fee. 


The defined benefit liability is the aggregate of the present value of the defined benefit obligation. The plan te unfunded. The present 
value of the defined benefit obligation is calculated using the projected unit credit method, Inoorporating actuarial assumptions and s 
dtecounl rate based on the government bond rate. Valuations of these obl^ations ere carried out every year by Independent quellflad 
actuaries. 


Actuarial gains or losses are recognised immedteteiy In the Statement of Financlaf Performance. 

Past-service costs are recognised Immedteteiy In expenditure, unless the changes to the pension plan are conditional on the 
employees remaining In service for a specified period of time (the vesting period). In this case, the past-service costs are amortised on 
a straight-line basis over the vesting p^od. 


Tp. 1. 2 Long-Sft/WCe Alfowvnce 

The municipality has an obTlgallon to provide Long-service Allows nee Benefite to all of Its employees. According to the rules of the 
Long-service Allowance Scheme, which the municipality Inslitutad and ctoeratas, an employee (who Is on the currant CorKtilions of 
Service), is entitled to a cash 8llowBr>ce, calculated In terms of the rules of the scheme. The munidpaiity's liablilty Is based on an 
actuarte) valuation. The project^cf unit credit method has bean used to value the liabllttles. Actuartet gains end losses on the lor^-term 
Incentives are accounted for through the statement of flnendal performance. 


11. LEASES 


Lease Classification 

Leases are classified as finance leases where substantially all the risks srto rewards associated with ownership of an asset are 
transferred to Ihe municipsllty. 

Leases other than finance leases are dassffled as operating leases. 

11. 1 The Municipality as Lessee 
Finance leases 

Where the Municipality enters Into a finance lease. Property, plant and equipment or Intangible Assets subject to finance lease 
agreements ere capitalised at amounts equal to the fak value of the leased asset or. If lower, the present value of the minimum lease 
peyments, each determined at the tnoeption of toe lease. CorresporKting ItebUttles ere Included in the Slatement of Financial Positton 
as Finance Lease LlebllKies, The oorrespondlng llabHllles are initially recognised et the inception of the lease and srs measured at 
lower of fair value of the asset or the PV of ihe minimum lease psymente, discounted for the effed of Interest. In discounting the lease 
payments, the munictpallty usee toe Interest rate that exaefly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs Incurred, Lease payments are eHocated between the lease finance cost and the capitel 
rapeyment using the effective Interest rate method. 

Subsequent to Inltlel recognition, the teased assets are accounted for in accordance Vktih the stated acoounttr^ potictes applicable to 
Property, Pterfi and Equipment or Jnlanglbles, The lease ItebBtty Is reduced by the lease peymenis,. which are allocated between the 
lease finance ooet and the capitel repayment using the effective Interest rate method. Lease finance costs are expensed In the 
Statement of Financial Performance when incurred. The accounting pollctee relatlrtg to derecognition of financial Instruments ere 
applied to lease peyabtes. The lease asset Is doprecteted over the shorter of the assets useful life or the lease term. 



KQUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 


11. LEASES 

i The Munlclpfillty B6 Lusee 
Operating leaaea 

The municipfiRty recognises operating lease rentals as an expense In the Statement of Financial Performance on e straight-line bests 
over the term of the relevant lease* The difference behveen the amounte recognised as an expense and the contractual poymente are 
recognised as an operating lease asset or liability. 

In the event tlwt lease incentives are received tc enter Into operating leases, such incentives are recognised es a llebllily. The 
aggregate benefit of incentives Is recognised as a reductton of rental expense on a straight-line baste, except where enolher 
systemetic baste Is more representative of the time pattern In which economic beneflte from the leased asset ere consumed. 

11. 7 The Municipality as Leeccr 

Operating lease renlsl Income te recognised on a straight-nne beste over the term of the relevant tesse. 

11. 3 Determining whether en arrangement contains a lease 



The muntaipellty transfers nnoney to IndivWuate, organteattons and other eectore of government from time to time. When making these 
trensfera, the municipality does not: 

• Reoehre any goods or services directly In relum; as would be expected In a purchase or sele transaction; 

Expect to be repaid In future; or 

* Expect a financial return, as would be expected from an investment. 

These transfere are reoognlaed in the Statement of Financtel Performance as expenses In the period that the events giving rise to the 
transfer occurred. 

14 VALUE ADDED TAX 

The MunIcipBlIty te registered wfth SARS for VAT on the psymente baste, in accxirdance with Sec16(2XB) of the Value-Added Tax Ad 
No 89 of 1991 . Revenue, expenses and assels are recognised net of the amounts of value added tax. The net emount of \Mlue edded 
tax recoverable from, or payable to, the laxetion authority te included as pert of receivables or payables In the Statemerrt of Flnenclal 
Positloa 

IS. UNAUTHORISED EXPENDITURE 

Unauthoiised expenditure Is axpertotture thst has not been budgeted, expenditure that is noi in lerms of the conditions of en allocstlon 
received from another sphere of government, munldpelily or organ of state and expenditure In the form of a grant that te not permitted 
In terms of the Municipal Finance Management Act (Ad No 56 of 2003). AH expenditure relating to unaulhorteed expenditure is 
recognised as an expense in the statement of finerKslal performance In the yeer that the expenditure was incurred. The expenditure te 
classified In accordence with the nature of the expense, and where recovered, ft te subsequently accounted for as revenue In the 
stBtement of tii»r«la! performanoe. If the expenditure te not condoned by the Council It te treated as an asset until It Is rsooverad or 
written oir as Irrecoverable. 
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ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMEMTS 
FOR THE YEAR ENDED 30 JUNE 2016 


16. IRREGULAR EXPENPITURE 

Itreguter expenditure is experxiiiure ttial Is conirery to the Municipal Finance Management Act {Act No 56 of 2003), the MunleipBl 
Systems Act No 32 of~2000), the Public Office Bearers Act (Act No 20 of 1988) or Is in conbeventlon of the MunlcIpalHy's or 
Municipal EnlitieE' supply chain management policies. Irregular expenditure excludes unauthorised estpenditure. Iireguter expenditure 
is accounted for as an expense In the Statement of Financiel Performance in the period It occurred and where reooveted, it is 
subsequently ecoounted for es revenue in the Statement of Flnandai Performance. If the expenditure is not condoned by foe Council R 
is treated as an asset until H Is lecovered or written off as Irreooveraible. 


17. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless snd wasteful erqiendnure is expenditure that was made in vain and would have been avoided had reasonable cere been 
exercised. All experxiiiure reJating to fruHlese and wasteful experxitture is recognised as an expense In the statemenl of financial 
performence In the year that the expenditure vns tnourred. The expenditure Is claesified in accordance with the neture of the expense, 
and where recovered, It Is subsequently scoounted for as revenue In the statement of finendal performenoe. If the expenditure Is not 
condoned by the Council It Is treated es an asset unM It is recovered or written off as irrecoverable. 

18. CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS 

Chariges in accounting policies that are efiected by management have been applied retrospectively In acoordance with GRAP 3 
requirements, except to the extent that it Is Impracticable to determine the period-spedfic efiects or the cumuletive effect of the change 
In policy. In such cases the municlpsllty shell restate the opening balances of assets, liabIliUes and net aasels for the earliest period for 
which [Etrospectiva restatement is pracOcable. Refer to the notes to the Annual FlrBnclal Stetemenis for details of chsnges In 
accounting pDlides where appHcable. 

Changes In accounting estimates ere applied prospectively In acoordance with GRAP 3 requirements. Details of changes In estimates 
are disdosed In the notes to the annual financial statements where eppItcaUe. 

Correction of errors is applied retrospectively In the period In rMtich the errorha^jmiiiaB^iii uUiHItftWf-'riifrif requirements 
except to the extent that H Is impracticabte to determine the riT'lrd-rrpnrlfirfr#nr^nrt|T»Of^Mfif6ffi^l^^ toL In such 
the municipality ehaH restate the opertihg balancee of assets, llebllKtes ani for whlkh retrospective 

leeteiemenl is practicable. Refer to the notes to foe Annual Finanda) Stettments toPMMlI bt coirediorB of errors Iscoteed durtog 
the period under review where applicable. I I 

\ OlDEClOiB I 

19. RELATED PARTIES I \ 

IndIvkJiiel® ae well ae their cfoee family members, and/or entities are related tertiee tf one parly has the ability, directly ir Indirectly, to 

control or jointly control the other party or exercl&e abnificant Influence oJpr the other ta rtv in ryff icirm -nfirm operatina 

decisions. Related parties Include key menaeemenl personnel such as the feijiiliilpal MijnilSu7 Chief Firwnctel Officer and all other 
managers reporting directly to the Municipef Manager or as designated by the Munidpel Manager and dose femBy members of key 
menegement personnel. ^ 

EVEhTTS AFTER THE REPORTING DATE 

Events alter the reporting date that are classified as adjusting events have been accounted for In the Annual Financial Statements. 
The events after the reporting date that ere desslfted as non-adjusting events after the reporting date have been disclosed In the notes 
to the Annual Finandel Statements. 

21. FOREIGN CURRENCIES 

Transactions in foreign currencies are Initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary 
assets and ilabtinies denominated in such foreign currencies are retranslated at the rsles prevailing at the reporting date Exchange 
dtfferences are Included In the Statement of Financial Performance. 

22. COMPARATIVE INFORMATION 

22. 1 Currant year comparatives: 

Budgeted amounte have. In accordenoe with GRAP 24, been provided to these financtel statements and fbnns pert of the Annuel 
Financl&l Statements. 


22. 2 Prior year comparatives 

When the presentetton or ctessificetton of Hems in the Annual Financial. Statements Is amended, prior period comparative amounts ere 
redasslfled, unless a stendard of GRAP does no! require the restatements of oompareltve information. The nature and reasons for the 
redesslflcation ere disciwed. Where materiel acoounUng errors have been kJentlfted In the current year, the correction te made 
retrospectively as ter as Is practicable, end the prior year oomparatfvee are restated accordingly. Where there has been a change In 
Bcoounllng policy In the current year, the edJuElment is made retrospecUvely es ter as Is practicable, and the prior year comparatives 
are restated accordingly. 



KOUKAMMA MUNICIPAUTY 

ACCOUNTING POLICIES TO THE ANNUAL F INANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2016 


COMPARATIVE INFORMATION 
22. 3 Budget information 

The snninl budoet ftaures for Ihe pwJod 1 July 2013 to 30 June 2014 have been prepared arri presented m accordance Wllh the 
GRAP filendard under the eccrual besis of Bocounltno for budgets approved by Council by nature dassfficalion, arxi are conet^n 
with the accounting policies adopted by the Council tor the preparation of these financtel B^ndlv 

r®! iKe anraral financial atalemerrts giving firstly reasons for ovstell g.^ or dad.r* in the 

motivatlona fer over- or under spending on line itenis. The annuel budget figures Included In the financral ^ 

l^ptlHy snd do not Indude^gat InlonnBlIon relaling to subaldtarlea or Bsaoijtes. Thess figure 

Council altee beginning and durirtg the year following a period of coneultetlon with the public aa pert of Ihe Integrated deveJopmen 
plan. 

CONTINGENT ASSETS AND CONTINGENT LIABIUHK 

Contingent lieMttles represent a possible obtigallon ihet arises from pest 

oecurrenoB or non*oocurrence of one or more uncertain fijlure events not rriidly v^ln tte control rf the ent% A co^^^WMy 
cen else eilae as e result of a piesent obligation that ariaea from peat eventa bin whldh Is nrt 

Is not probable that an outflow of reBouroae embodying economic benelite will be required to settle Ihe oWIgation or the emount of the 
cbllgation csnriDt be meesured with sufflclenl reliabtitty. 


Contingent essets represent possible assets that arise from peat events snd whose eJ^tence will be confirmed only by an occurrence 
or norvoccurrence of one or more uncertain future averts not wholly Within the cortroi of the entity. . .. 


a c pn™ CT ™ enuTjy> ^ -i 

i AUBlX^^th^ ^ ^l^nnJi 


Contingent awets and contingent liabllttlee are not i«oognl8«d. Contingen 
fitfitementE. 

TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES Q ^ JQlB 

The ccels otWernal support services are transferred to the various servlcL end depstlments to whom resources 8re| 


finsnclel 


made available. 


CAPITAL COMMITMENTS 

Items ere deasHled as commitments where the Munidpellly commte ItaaH to foture tranaadtena that will normally result In the outflow 
ofresouroea. 

Capital commitmente are not recognised In Ihe stelemert of financtel posilton aa s liability but are induded In the dbdosure notes in 
JWrwBd and oortraded commitmente. where the mcpendtlure has been approved and the contract has been awarded at the 

reporting data, where diadoeute Is requbed by a apedlic standard of GRAP. , 

. Approved but not yet contracted oommilmerls, where the expendhora has been approved and the contract has yet to be ewaided 

or b swBiling finallsEtionBt the reporting dete, in 

■ Hems are clBSStfied as commitments where the munIcipalHy commite iteelf to future transacUons that will normally rear 

outflow of resources. , , , j: aK.. 

■ Contracts that ere entered into before the reporting date, but goods and services have not yet been received ere disclosed In the 

dtedoEure notes to the flnenda! stelemenls. . ^ u , . . 

. Other commitmente for oortiacte era non-cancelteble or only csnceltebte et signlRcant cost cortracte should relate to somelhinB 

Other then the business of the municipellty. 








Tpfal Receivables from Exchange Transactions 
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Interest 7 854 595 

Allowance for debt impairment (6 106 941) ^ 
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KOU-KAMMA MUNICIPALITY 



The Provision for Impairment was calculated after grouping all the financial assets of similar natpre and risk ratings and assessing the recoverability. 

No Provision for Impairment has been made in respect of government debt as these amounts are considered to be folly recoverable. 

Furfhennore. no Provision for Impairment was calculated on Receivables from Non-Exchange Transactions other than Assessment Rates Debtors as the management is 
of the opinion that all other Receivables are recoverable within normal credit terms. 
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notes to the financial statements for TNE year ended 30 JUNE 2016 
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T«M PoatrBlIrBment Lpng Servfcw Awards llabiUty 

The assurnpOona used are baaed on atallsllcs and maifcel data as at 30 June 2016. The fclevdng valuation asaumpOona are conalatant wllh the requliemenls of 
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- tf>e melhodology prescribed by DWAF assumes t/iat landfilling Is done Instead of waste dumping. 




annual basis, wfth *he option erf paying the rates on a monthly basis. 
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Grant purpoM: The purpose of the MIG grant Is to provide capital ftmding for the upgrading, mdrrtenanco of the municipal Infrastructure order to provide 
basic services to the community. 
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3years. 

The MunEdpalHy has entered into . tease egreemerrt MIh Alias Tower Property Umited (MTN) who is a licensed opotetor of an etectwnic communlcaUons 
netvK)rtc. 

MTN (Ply) Ud is leasing (he Erf77 in Coldstream. The ioHbl lease period is 9 years and 1 1 months at R10 260 per month. 



42 FtNANCIAL INSTRUMENTS 





customors and Investment securities. 
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in any nther exGepHonal case where il Is impradteal or 
5 636.10 impossible to follow Ihe officSal procurement processes; 
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